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Netanyahu talks of 
forming national 
unity government 


Israeli prime TrtfntRtur ftgwjflmtn Wghmy ahn mW 
he was considering a national unity gove rn ment 
in an attempt to reach a hroari erni«wmm«t fin - ^ 
final settlement with the Palestinians. His 
remarks came as two Palestinians, apparently 
suicide bombers, were killed in ex py«inn s tar- 
geted at Jewish settlers in the flag* Strip and 
Israeli troops shot dead two Palestinians near 
the West Bank town of Nablus. The opposition 
Labour party Is divided about joining a national 
unity government Ehud Barak, firont runner in 
the party's leadership race, said Mr Netanyahu 
was “playing for time”. Page 4 


Sues board backs merger? The board of 
French holding company Suez approved a 
merger with the utilities group Lyonnaisedes 
Fame It also proposed the payment of a special 
dividend, likely to total cure than FFr3bn 
($S20m). Page 17; Lex, Page 18 ; logic is simpler 
than logistics, Phge 20 


Pak i stan president's power „ 

Pakistan's MPs voted unanimously to repeal the 
power of the president to sack elected gotten}- 
meats. Opposition leader Benazir Bhutto, - 
sacked as premier by the president in Novem- 
ber, said the move was a victory. Page 7 


Russian liberals alarmed at treaty! 

Russian liberals say a union treaty due to he 
signed between Russia and Belarus would dam- 
age Russia's economy. Page 2; Editorial . 
Comment, Page 17 


Big Interest in Bre-X shares; Toronto 
stock exchange's computer system was over- 
whelmed when shares in Canadian exploration 
company Bre-X began trading after a one-day 
halt. More than 2m shares of the troubled Cal- 
gary based company changed hands in the first 
two minutes of trading. Page 17 - 


Row ever A Heneepene,fead e rdMp| The, 
French government and European aerospace are 
at odds over the leadership of Arianespace, the 


organisation. Page 16 


Trident refit costa soan Facilities to refit 
Britain’s Trident nuclear missile submarine 
fleet at Devonpart in south-west England will 
cost about £S50m (8SS7in). almost 50 per cent-, 
more than the cost quoted wbm the contract 
was awarded in 1993, the Manistry crf Defence 
said. Page 8 


Gist and QKH In $4*7bn arms bid: French 
defence equipment manufacturer Giat Indus- 
tries Joined forces with GKN of the UK and Ger- 
man pn ginporHng groups Krausa Maffei and 
Rheinmetall to bid for the $4.77bn European 
multi-role armoured vehicle programme. Page 5 


Near- computer model for credit risk: A 

group of international banks will today launch a 
computer model for measuring credit risk which 
they beUeve could reduce the cushion of capital 
regulators require them, to hold. Page 16 


Jobe fiasdMKy toemmen across BU*s - 

Wage employment flexibility aze common 

across the European Union, a survey of Europe- 
an-based companies shows. Page 3 


CAN faces deDstlag thissb-Iiud 

construction company Christian! & Nielsen, 
which engineered a takeover of its Danish par- 
ent ^TTnpflrry in 1392, is in danger of being 

delisted from the Thai stock exchange after 

reporting higher than expected losses. Page 17 


Malaysia pobOsbee 


eign companies may seek to list their shares on 
the Kuala Tjumpur stock exchange. Page 7 


jtoon bite OS east ooeefa A spri n g storm 
lashed the US east coast with snow, hail and 
sales, leaving one person deed and thousands 
without power. Weather reports, Page 16 


PT-coms the FT web site provides online news, 
comme nt and analysis at http://www.FT.cani 
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French and German markets worst hit in wake of heavy US losses 


European shares 
fall amid fears of 


end to bull run 


By noted Lapper in London, 
lira Braneten In New York 
end Gerard Baker in 
wamngran 


European markets Ml sharply 
yesterday following two days 
of heavy losses an. Wall Street, 
with German and French 
share prices particularly badly 
hit 

The tells gave rise to fears 
that Europe's strung bull, nux 
may be «md n g to an end. Mr 
Mark Howtfle, head of Euro- 
pean equity strategy at UBS, 
the Swiss bank, said: “The 
party is over. The correction 
we. have been looking for has 
begun.” 

US markets, which have 
fallen by nearly 5 per cent 
since trading closed in Europe 
for Easter, were calmer but 
dropped lower in early trading, 
following data showing that 
the strong pace of economic 
growth appears to be gaining 

miHuwitiinf ■ 

German shares suffered one. 
of their biggest one-day tells 
during floor trading in Frank- 
fort, with the DAX index los- 


ing nearly 3.7 per cent to ck»8 
at 328L46. In Paris, the CAC-40 
suffered a tell of 22 per cent, 
ending the day at 2A81.82, 
down 7426. 

London shares were less 
severe ly fait But although the 
FTSE 100 ended the day off Its 
lows, the market still dosed 
down 642 at 4248. L Some of 
Europe’s smaller equity 
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markets also saw significant 
tells, with the Amsterdam «»d 
Stockholm markets down by 
more than 4 per cent Swiss 
share prices fell too, with the 
SMI injtex dosing 157.5 lower 
. at 4£0L?. down 8.4 per cent.- - 
European bond prices drifted 
lower, With yields on German 
10 -year 1 x 0 x 18 rising to 6 per 
r ent for the first time since 


November. European markets 
were partly «rtchfag up with 
the recent tens on Wall Street, 
which follow the increase in 
short-term interest rates by 
tiie Federal Reserve. 

The Dow Jones Industrial 
Average lost 140 points on 
Thursday and a further 157 
points an Monday, the biggest 
two-day fall - In points, not 
percentage - since 1267. 

In New York, blue chip 
shares were positive through 
much t of the early part of 
yesterday's session before 
telling Into negative terr i t o ry 
In the early afternoon. Just 
after noon, the Dow Jones 
Industrial Average was off 
15.11 at 626237. 

Yesterday's economic data 
showed that US construction 
gipwdtng, a key index of lead- 
ing economic Indicators, 
surged in February. 

Figures Cram the National 
Association of Purchasing 
Management showed that US 
economic activity in the manu- 
facturing sector also acceler- 
ated last month. In Europe, 
there are now tears that shares 
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are overvalued following their 
st ro ng recent run. MfHowdJe 
estimated that European 
shares had Wtfw ov erv alued 
by between 5 per cart and 15 
per cent 

Hopes that corporate 
T-ftgtrunlnri ng was ftiCTM*riwp 
corporate profitability had 
been overblown. “There is no 


fundamental reason why 
equity prices should have run 

SO far ahaari of aa mlng a n jy t 

dividends,” said Mr HowcQe. 

Itee are also signs that the 
strong Inflows of liquidity 
from US investees which have 
boosted German and other 
markets are beginning to dis- 
appear,- with reports that US 


investors are redeeming their 
holdings of mutual funds. 

Earlier yesterday, Asian 
markets also sUd lower, with 
Hong Kang the worst-hit The 
Hang Seng Index plummeted 
by 460.13 points, or 827 per 
cent, to 12,074.19. In Tokyo, the 
Nikkei 225 index, closed at 
17,86920, down 133. 


US set to 
block EU 
xports of 
meat after 
talks fail 


By Nancy Dtmne In 
Wa shin gt on , Emma Tucker to 
Brussels and ASson MaHtand 
bi London 


Trade hostilities over food 
brake .out between the US and 
the European Union yesterday, 
threatening hundreds of. mfl- 
fians of dollars worth of trans- 
atlantic trade in meat and 
ntbftr foodstuffs. 

Washington announced it 
would, block. EU meat exports 
worth. 8300m a year from April 
15 after the two felled to agree 
an recognition of each other's 
hygiene standards and inspec- 
tion methods. 

The EU introduced rules yes- 
terday that require countries 
to comply with its hygiene 
standards if their gov e rn ments 
have not reached mutual, reo- 
ognition agreements __ with 
Brussels. 

Mr Dan Gttckman, US agri- 
culture secretary, said the 
rules would hit IS exports of 
red meat, poultry, eggs, dairy 
products and fish worth mare 
than 5125m a year. 

The US and the EU have 
been trying far nearly three 
years to establish a mutual 
recognition system - known as 
veterinary equivalence - 
required by the .Uruguay 


Round world trade agreement 
the US is assessing a move to 
the World Trade Organisation 
*ff ' p o. trilateral agreement is 
hreScbed but hopes the EG can 
bd -lured to the negotiating 
table. 

However, the European 
Commission cancelled talks 
scheduled for last night after 
discovering that the US was. 
seeking to take .the - matter up 
directly with Individual mem- 
ber states. 

The US believes EU negotia- 
tors are overreacting to fop 
mad cow crisis. 

The Commission said tt was 
unable to reach agreement 
with the US because of the ' 
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New shake-up for Japanese banks 

Tokyo seeks to restore sector’s credibility 


By WUtam DiwHna and 
Gwen Robinson in Tokyo 


Japan’s finance ministry. 4s 




ttyofljKe county’s bank? by 
inviting weak institutions to. 
withdraw from, foreign mar- 
kets so. that remaining lenders 
would be seeri by overseas 
i nvb rt cq ra as “safe andaonnd”. 

The move follows a tether 
ghake-Up yesterday iritiidn the 
country's top 20 lendaa. 

Under a finance ministry 
resemr plan Nippon Credit 
Bank, foe s mal l es t, of Japan’s 
three kmg-tenn Credit banks 
which is carrying at least 
YLOOOhn <58Jh a) in bad loans, 
is to receive YBOOtm of new 


other private sectof banks and 



- **- 

tor merge -wlfo the rtigtonaP , > H oWever,‘^ bank share pricer 
Hokkaido Bank. They will cut continued to slide in Tokyo,- 


. . . n .. 

sett preparty, hs£ifong foreign 
holdings and its Tokyo HQ, 
and cut staff by:20 per cent, or 
660 je^te. It wBl off 

rieeT which yesterday filed for 
bankruptcy with total debts of 
more than Y2,025hn - collec- 
tively the country’s largest 
corporate collapse. • 

Meaznridle Hokkaido Takn- 
shdka, largest lander an the 
northern inland of Hokkaido, is 


2,000 jobs, 25 per ceart of their 
combined staff, and reduce 
non-interest costs* by 30 per 
cent by the end of foe decade. 

Senior officials said the 
plans were a big step towards 
reducing surplus capacity in 
Japan’s banking industry. 

Mr Hiroshi Mitsuznka, 
fhumpa minister, said foe NCB 
restr u cturing and Hokkaido 
banka' merger would “help 
restore confidence" and 
“secure the credibility of 
Japan’s banking system". 


and financial analysts were 
unimpressed with the plans. 

Mr James Ftorfflo, banking 
analyst at ING Barings in 
Tokyo, said they were a return 
to the so-called convoy system, 
under which strong banks are 
put under government pres- 
sure to bail out weak ones. 

Finance ministry officials 
denied banks were being 
forced to the rescue, although 
Mr Sei Nakai, deputy director- 
general of ministry’s bank- 
ing bureau, said the 12 lenders 


which put up new capital for 
NCB were “reluctant”. 

Mr Nakai denied there had 
been a change- of policy from 
s toiler wflfing- 
to let weak banks col- 
lapse. as It did last November 
by ordering the closure of 
regional lender Hanwa Bank. 
NCB was too large to be 
allowed to fail, said Mr Nakai. 

The government was stick- 
ing to its policy of guarantee- 
ing the survival of foe top 20 
banks until 2001 , by whan it 
Intended to complete the 
deregulation of the Tokyo capi- 
tal markets, Mr Nakai added. 


Editorial Comment, Page 10 
NCB overhaul. Page 21 


Airbus set to clinch 
$2bn Chinese deal 


By Tony WaUcer in Bdpng 


Airbus Industrie Is set to win 
orders from China for up to 50 


deal is Hkely to cotoetde 
the visit to Beijing next month 
of President Jacques Chirac of 
France. 

The proposed balk order fol- 
lows China’s gLSbn purchase 
last year of SO Airbus A-320s 
and win help narrow the gap 
between foe a ir craf t supplied 
by foe European consortium 
and those by its US rival Boe- 
ing, which do m i n ate the Chi- 
nese commercial fleet. 

Airbus officials said details 
had yet to be worked out but 
China's interest was flagged 


last , week with a visit to foe 
group's 1 


Toulouse headquar- 
ters by Mr Qiao Shi, number 
three' to foe Betting hierarchy. 

M^Jean Ftereau, president 
of Airbus Industrie, last, 
month held faTh in Beijing 
with Premier U Peng, whose 
to France last . year, arfn- 
wtth China's agreement 
tomboy the A-320S. 

Chinese aviation . officials 
say they want to achieve a 
balance between Airbus and 
Boeing. Boeing and McDonnell 
Douglas, which recently 
merged, account far . abotef 
tkreequarterx of China’s 400 
commercial jets. Afrbua has 
a 10 per cent Share. 


China’s ninth Five-Year 
Plan (19964000) include* buy- 
ing about 240 ai rcr a f t Orders 
for roughly half have already 
been placed. 

Befong is also on the verge 
of conrturtlng nogotiatiops for 
foe assembly T nannf»hiv » 
to China of a lOOeeat regional 
jet in partnership wifo a Euro- 
pean consortium, which 
includes Airbus Industrie. 

Mr Chirac's visit is e xp ect e d 
to expedite foe AE-100 project, 
a joint ve n t u re between Avia- 
tion indnetriee of Chins, Sing- 
apore Technologies and foe 
four-partner - Airbus consor- 
tium - Aerospatiale, British 
Aerospace, Daimler-Benz 
Aerospace and Conatmcckmes 
lAerananticas of Spain. . ' 

“ The expected Airbus deal 
follows China’s agreement bet 
mouth to purchase five Boeing 
777s. It takes Chinese pur- 
chases of Boeing a i rcr aft to 
. 15, worth about fttn, since a 
two-year m or atori um on new 
orders was lifted last year. 

The' Airbus purchases are 
.expected to be dominated by 
“ nar r o w-body** A-320* and foe 
stightiy larger A -32 is. 

Be^MT may also oedar sev- 
ezal wiModlfld aircraft but 
foe fnabi req ui rement Is far 
regional jets to enable further 
expansion of the domestic net- 
work. Traffic is growing by 
about 15 per cent a year. 
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NEWS: EUROPE 


Treaty to be signed today has raised fears about economy and democratic progress 

Belarus link alarms Russian liberals 


By John ThomhiH 
in Moscow 

Russian liberals have 
expressed alarm about a 
union treaty due to be 
signed today between Russia 
and Belarus. They claim it 
would damage their coun- 
try's economy and delay 
progress towards democracy. 

However. Mr Boris Yeltsin, 
Russia's president, said he 
was a "consistent and firm" 
supporter of the unifi cation 
of the two neighbouring 
Slavic states, both of which 


are former Soviet republics. 

"It Is a geopolitical neces- 
sity and an economic real- 
ity," a Kremlin spokesman 
said. 

Mr Yeltsin will play host 
to Mr Alexander Lukash- 
enko, his Belarusan opposite 
number, in Moscow today to 
sign a union treaty commit- 
ting the two countries to 
closer integration. 

But the treaty's precise 
details have been the subject 
of fierce in-fighting in the 
Kremlin and could yet be 
modified into a more general 


statement of political intent. 

Mr Anatoly Chubais, the 
liberal first deputy prime 
minister, has strongly 
opposed a full union, fearing 
its economic consequences. 

Mr Sergei Shakhrai, a 
political adviser to Mr Yelt- 
sin's and one of the treaty’s 
keenest supporters, has said 
union with Belarus would be 
the most effective response 
to Nato’8 eastward enlarge- 
ment plans. Belarus shares a 
long border with Poland, 
which Is pressing strongly 
for Nato membership. 


Mr Shakhrai said the 
treaty would also lead to 
much closer economic, trans- 
port and communications 
links between the two coun- 
tries establish the prin- 
ciple of common citizenship. 

“The union will also have 
the institution of citizen- 
ship," he said. 

"That is undoubtedly a 
very Important provision in 
the document because it 
guarantees that a Russian 
on Belarus territory will 
enjoy the same rights as a 
Belarusan." 


Political ; observers in 
Moscow have previously dis- 
missed talk of a union treaty 
as empty rhetoric hut their 
current concern suggests the 
move has powerful backers 
in the Kremlin. 

The liberal Izvestlya news- 
paper yesterday decried the 
proposed agreement, saying 
the fate of Russia was being 
decided behind its back. “Is 
a treaty or a conspiracy 
being prepared in the corri- 
dors of power?” it asked. 

Russian liberals have 
fiercely criticised the way 


Mr i.nkftflhi*nico has run his. 
country of 10m people after 
he disbanded parliament last 
year and clamped down bn 
opposition activity. 

"You cannot talk about 
negotiating integration with 
a state where there is pol- 
itical repression and the 
conditions for the normal 
existence of the oppo- 
sition are ruled out and 
the work of the media is 
restricted,” said Mr Grigory 
Yavlinsky, leader of the lib- 
eral Yabloko faction. 
Editorial comment. Page IS 



Swapping your Merc 
for Volga is no joke 


The scourge of foreign limousine-loving Russian bureaucrats, Boris Nemtsov (right) 
welcomes IMF chid 1 Michel Camdessus to Moscow yesterday 


By John Thornhill 

Some of Russia’s myriad 
bureaucrats may have dis- 
missed it as an April Fools’ 
Day joke, bat a presidential 
order theoretically came 
into effect yesterday ban- 
ning them from driving for- 
eign cars. 

The move to trim the 
privileges of Moscow’s Mer- 
cedes-loving apparatchiks 
was the initiative of Mr 
Boris Nemtsov, the radical 
governor of Nizhny Nov- 
gorod. He has just entered 
government as a first dep- 
uty prime minister. 

Mr Nemtsov lost little 
time persuading President 
Boris Yeltsin that all gov- 
ernment bureaucrats should 
drive Russian-made Volga 
cars and auction off their 
foreign limousines in order 
to help settle the govern- 
ment’s debts to federal 


employees and pensioners. 

"When life is miserable 
for most people, it is not 
proper for the rulers to wal- 
low in riches," Mr Nemtsov 
proclaimed primly. 

However, financial ana- 
lysts were quick to note that 
Volga cars happen to be 
manufactured by the GAZ 
plant located in Mr Nem- 
tsov’s Nizhny Novgorod. 
GAZ’s share price leapt as a 
result. 

Undeterred by the contro- 
versy, the first deputy 
premier has hinted that he 
may pursue Ms cost-cutting 
crusade further, by axing 
transport and housing 
allowances for all but “the 
most 111 and disting uished" 
of bureaucrats. 

Ministers have been fall- 
ing over each other to match 
the new puritanical mood. 
Mr Yevgeny Yasin, a minis- 
ter for economic policy, was 


proud to reveal that he had 
switched to a Volga long 
ago. 

"It was not out of jingo- 
ism; it was motivated by 
purely economic consider- 
ations. My Volga car costs 
the ministry Rbsl5m 
[22,600] a month and an 
Audi costs Rbs32m,” he 
said. 

One St Petersburg official 
complained yesterday that 
the bulky, boxy Volga was 
of low quality and needed 
frequent repairs. 

Bnt Mr Nikolai Pugin, 
president of GAZ, said the 
company would introduce a 
new model for government 
bureaucrats in May. The 
GAZ-3110 would cost about 
210,000 and boast more 
extras than the basic Volga 
including improved braking 
and lighting systems and 
more comfortable seats. 


Rush for Ukraine mobile phone partners 


By Matthew Kaminski 
in Kiev 

Two Ukrainian companies 
are scrambling for foreign 
partners before the deadline 
on Saturday for them to buy 
cellular telephone operating 
licences from the govern- 
ment 

The development of a 
GSM-900 cellular network 
has been thrown into doubt 
with last week’s decision by 
the US electronics company 
Motorola to abandon a 


planned $500m 10-year 
investment with its local 
partner. Ukrainian Radio 
Systems (URS). 

Motorola blamed the 
“ever-changing terms and 
conditions" of the licensing 
procedures and accused the 
government of creating a 
poor investment climate. 

“Motorola cannot continue 
to invest in Ukraine when 
the government is con- 
stantly changing the rules of 
the game," said Ms Victoria 
Bondar, Motorola's public 


TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 8 April 1997 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a bid-yield 
basis on Tuesday, 8 April 1997. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account 

2. The ECU 1,000 million of Bills to be issued by tender 
will be dated 10 April 1997 and will be in the fallowing 
maturities: 

ECU 200 million for maturity on 15 May 1997. 

ECU 500 million for maturity on 10 July 1997. 

ECU 300 million for maturity on 16 October 1997. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, 
Threadneedle Street, London not later than 10.30 a.m., 
London time, on Tuesday, 8 April 1997. Payment for Bite 
allotted will be due on Thursday, 1 0 April 1 997. 

4. Each tender at each yield lor each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above tfns minimum must 
be in multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

6. Notification will be despatched on the day of the tender 
to applicants whose tenders have been accepted in whole 
or in part. For applicants who have requested credit of Bills 
in global form to their account with ESO, Eurodear or 
CEDEL Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England alter 1 .30 p.m. on 
Thursday, 10 April 1997 provided cleared funds have been 
credited to the Bank of England’s ECU Treasury Bills 
Account No. 59005516 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 787. 6-8 Easicheap, 
London EC3M ILL. Definitive Bills will be available in 
amounts Of ECU 10,000, ECU 50.000, ECU 100,000, 
ECU 500,000, ECU 1,000,000. ECU 5,000.000 and 
ECU 10,000.000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out ir» more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. All tenders will be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account wilt be lor maturity on 16 October 
1997. These Bills may be marie available through said and 
repurchase transactions to the market makers fetal in the 
Information Memorandum (as supplemented) rn order to 
facilitate settlement. 

10. Copies of the Information Memorandum (and 
supplements to it) may be obtained at the Bank of England 
UK Government ECU Treasury Bills are issued under the 
Treasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 

Bank of England 
1 April 1997 


relations director in Kiev. 

It would have been one of 
the largest investments In 
Ukraine. The company will 
continue its other activities 
in the country. 

A weak economy and polit- 
ical uncertainty have 
damped investor enthusiasm 
for Ukraine, which attracted 
just $L4bn in foreign invest- 
ment between 1991 and 1996 
compared with more than 
2l2bn in Hungary, a fifth its 
size. 

URS and Kiev Star, which 
also won a licence to use the 
necessary frequencies, need 
foreign capital and know- 
how to construct a nation- 


wide GSM network compati- 
ble with cellular services In 
other countries. 

Kiev Star said yesterday it 
was considering offers from 
10 foreign operators. URS 
would not comment 

Ukraine Mobile Communi- 
cations (UMO - a consor- 
tium formed in 1992 by 
Ukraine Telecom, Deutsche 
Telekom, PTT Netherlands 
and TeleDanmark - was also 
awarded a licence and plans 
to go ahead with construct- 
ing a network. 

The government last year 
provoked a storm by refus- 
ing to grant URS and UMC 
the GSM frequencies prom- 


ised in earlier licensing 
agreements. Some officials 
privately complained the 
companies had paid too 
little. 

The government decided 
to resolve the dispute with a 
second tender, this time for 
licences specifically for fre- 
quencies. This gave new 
local companies the chance 
to enter the market. 

This second tender, which 
was delayed, produced three 
winners rather than the two 
that the western companies 
argue can profitably run a 
GSM network given the lim- 
ited frequencies. 

The communications min- 


istry also announced that 
frequency allocation would 
be delayed for five months, 
because Kiev Star, a largely 
unknown company founded 
in 1995, needed more thna to 
prepare. 

Kiev Star, whose share- 
holders indude the railway 
and energy ministries, also 
holds three other lucrative 
telecommunications licences 
in Ukraine. 

Daewoo of South Korea, 
which has other operations 
in Kiev, was the only bidder 
not awarded a licence last 
month. It said It remained 
interested in developing a 
cellular business in Ukraine. 


Italian battle lines drawn as state oil group cuts some prices 

Eni ignites petrol pump war 


By Robert Graham in Rome 

A carious petrol pump war 
is being waged in Italy as a 
result of a decision at the 
weekend by the state-con- 
trolled oil group, Eni, to 
lower some of its prices. 

The battle lines are varied. 
Petrol station operators have 
threatened a three-day 
strike, protesting against 
Eni, and the government, for 
unfair competition. Consum- 
ers are railing against the 
prospect of the strike, prom- 
ised from April 15-17. The 
centre-left government, 
meanwhile, is quietly prod- 
ding the oil companies and 
operators to bring prices in 
line with the rest of Europe- 

Through its subsidiaries 
Agip and Ip, Eni is the domi- 
nant distributor in Italy. On 
Thursday it announced it 
was lowering the price of 


petrol by L50 (3 cents) a litre 
at its motorway self-service 
pumps. The company 
explained this was part of a 
more general plan to reduce 
self-service prices at more 
than 1,500 Agip and Ip sta- 
tions - equivalent to 15 per 
cent of the total in Italy. 

The decision came after a 
meeting between senior gov- 
ernment ministers and Eni's 
chief executive. Mr Franco 
Bernabd, on the same day a 
mini-budget was unveiled. It 
thus looked to the vast 
motoring public remarkably 
like a sweetener imposed by 
the government, which, 
through the Treasury, 
remains Eni's chief share- 
holder. The government 
reckons motorists will save 
Ll.OOObn ($600m) this year. 

Ever since the anti-trust 
authority went public last 
month with a report stating 


petrol prices in Italy were up 
to L72 a litre above any 
other European Union coun- 
try, the government has 
been pressing for a reaction 
from the distributors. But 
any competitive shake-up 
must confront the appalling 
jungle of regulations In this 
sector, as well as the prob- 
lems posed by the large 
number of small unmoder- 
nised petrol stations. 

The operators say prices 
are higher because costs are 
greater and average annual 
turnover smaller than else- 
where in Europe (average 
sales are L80m against an 
EU norm of L20Om). The 
unions simply fear heavy job 
losses, claiming tha t more 
than 10.000 jobs would be at 
risk if a price war takes root 

Though endorsed by the 
unions, the strike is being 
spearheaded by the associa- 


tion of petrol station opera- 
tors. While now admitting 
there Is some room for price 
cuts, they say Eni's move is 
a “pure bluff” since the 
reductions are not across the 
board. They are anxious to 
forge a deal with the govern- 
ment to ensure that the 
effects of price cuts are 
borne less by the operators 
and more by the petrol com- 
panies. This is expected to 
be hammered out in talks 
which begin today. 

The consumers' associa- 
tion has challenged the right 
to invoke a strike. But, inter- 
estingly. consumers have 
remained relatively indiffer- 
ent to the price cuts ova: the 
Easter holiday. According to 
Eni. about 50 per cent in the 
north opted for self-service. 
But. in the south, as many 
as 80 per cent opted to pay 
the old price and be served. 





Matthew Kaminski reports on 
change in the political climate 


G eneral George Joul- 
wan, , • Nato's 
supreme allied com- 
mander. received 'a warm 
welcome on his arrival in 
Kiev yesterday for talks on 
bringing Ukraine and the 
western alliance closer. 

It was the sort of scene 
that might have been expec- 
ted to raise temperatures in 
Moscow. Ukrainian leaders - 
and some western officials - 
have long feared that Nato’s 
planned expansion into cen- 
tral Europe could provoke a 
rash. Russian response, and 
put fresh pressure on “grey 
zone” countries such as 
Ukraine. 

The opposite, in fact, 
appears to be be happening. 
The expanding co-operation 
with Nato, given added 
urgency by the looming 
expansion, has made 
Ukraine more confident In 
its ripftiiwg K with Russia. 

And since the US-Russia 
summit in Helsinki last 
month, when the Kremlin 
committed itself to better 
ties with the west. Moscow 
has taken a more concilia- 
tory approach toward its 
neighbours. 

Evidence of this came at 
the weekend during a break 
in the otherwise unproduc- 
tive summit of the Common- 
wealth of Independent 
States, the grouping of for- 
mer Soviet republics. 

As Ukraine had long 
sought, President Boris Yelt- 
sin told his Ukrainian coun- 
terpart. Mr Leonid Kuchma, 
that he was detaching the 
normalisation of ties with 
-Kiev from the contentious 
issue . of dividing up the 
jointly shared Black Sea 
Fleet and settling the terms 
far Russia’s continued pres- 
ence in Sevastopol, the 
fleet's headquarters in 
Ukrainian Crimea. 

Now apparently recovered 
from pneumonia and heart 
surgray, the Russian leader 
also announced that his visit 
to Kiev, delayed six times in 
the past three years, would 
take place late next month 
or in early June. 

“The whole world keeps 
speculating about our rela- 
tions," Mr Yeltsin said after 
meeting Mr Kuchma at the 
CIS summit “But we have 
good, warm relations - you 
and I together, and Ukraine 
and Russia.” 

Such friendly rhetoric has 
not been heard for a while, 
as relations between the ex- 
Soviet Union's two most pop- 
ulous countries have been 
acutely strained ever since 
^dependence in 1991. 

Ukraine had even aggres- 
sively played up its Nato 
aspirations in the weeks 
before the CIS summit Some 
officials suggested it might 
soon apply to join. 

“At the moment it’s the 
best of all possible worlds,” 
said a western diplomat in 
Kiev. “Yeltsin seems to have 
realised that neighbouring 
countries have other 

options. Russia is not strong 
enough to beat them up, so 
it has to be nice.” 

Mr Anton. Buteiko, 
Ukraine's deputy foreign 
minister, argued that Nato 
expansion, rather than 
encourage reactionaries In 
Russia, could be “a great 
stimulus" for Russian 
democracy and regional sta- 
bility. 

“We are extremely pleased 
that a healthy Boris Yeltsin 
has taken a more construc- 
tive position." said Mr 
Kuchma. - 

.Stressing that his country 


Pinprick attacks draw Waigel blood 

Pressure from rival has forced CSU leader on defensive, writes Peter Norman 


M r Theo Waigel. 
Germany's finance 
minister, has been 
forced to appeal for unity in 
the Christian Social Union, 
the party which he leads, fol- 
lowing an escalation of 
rivalry with Mr Edmund 
Stoiber, the CSU prime min- 
ister of Bavaria. 

In a signed article in Bay- 
emkurier, the CSU newspa- 
per. he has urged “solidar- 
ity” on all wings of the 
party, which. Is the Bavarian 
sister of Chancellor Helmut 
Kohl's Christian Democratic 
Union and provides the sec- 
ond strongest group of MPs 
in the Bonn coalition. 

Mr Waigel's article, which 
did not mention Mr Stoiber 
by name, follows a succes- 
sion of pinpricks on both 
sides. The two have dis- 
agreed on taxation, social 
policy and Europe, where Mr 
Stoiber displays a thinly dis- 


guised distaste for the 
planned single currency, the 
euro. When one makes a 
controversial suggestion, the 
other tends to knock it 
down, often through a back- 
ground briefing with 
friendly journalists. 

The press in Munich, 
where Mr Stoiber has his 
power base, and in Bonn, 
where Mr Waigel spends 
most of his week, has thus 
discovered a rich seam of 
stories and shown a determi- 
nation to mine the "Theo 
and Edmund” show for all it 
is worth. 

Mr Stoiber has sowed 
doubts about his party, rival 
and boss without leaving a 
trail of damaging quotations. 
The normally good-natured 
Mr Waigel, who is more 
exposed because of his 
unpopularity as a budget- 
cutting finance minister, has 
been quick to take offence. 


This became apparent when 
he recently warned Mr 
Stoiber publicly against chal- 
lenging him for the leader- 
ship. “That would cause a 
crack in the CSU from which 
it would not recover before 
autumn 1998,” he said. 

The tensions have never 
been far below the surface. 
But they have acquired a 
new significance because of 
Germany’s economic prob- 
lems, for which Mr Waigel as 
finance minister cannot 
escape blame, and the emer- 
gence of a new force in 
Bavarian politics - a group 
of independent voters - 
which could threaten the 
CSlTs absolute majority in 
Bavaria in state and federal 
elections, due next year. 

The CSU has enjoyed a 
unique position in German 
politics since 1962. when it 
first gained an absolute 
majority in the Bavarian 


parliament It is Germany’s 
most effective vote-gathering 
mac hine and has dominated 
politics in the state through 
a mixture of conservatism 
on ethical and law and order 
issues, support for generous 
social welfare benefits, and 

the encouragement of high- 
tech industries that have 
transformed Bavaria from a 
largely rural backwater into 
one of Germany’s most pros- 
perous regions. 

Now, partly because of the 
unpopularity of the Bonn 
coalition, the CSU is facing 
growing criticism at home. 
Mr Waigel was booed and 
called a “cowardly pig” by 
traditionally loyalist farmers 
at the CSITs Ash Wednesday 
rally in Passau this year. 

The Independent voters’ 
group, which won 16 per 
cent of the vote In local elec- 
tions last year, has decided 
in principle to contest future 


elections at the state level. 
Although it lacks a platform 
and a list of candidates, it 
could prove attractive to 
CSU supporters who wish to 
protest but who would , not 
vote for the opposition Social 
Democrats and Greens. 

The absolute majorities of 
the past 35 years, which 
have given the CSU extra 
clout in Mr Kohl’s coalition, 
could therefore be in periL 

Initial reactians-to Mr Wei- 
gel's rallying cry, mean- 
while, have not been encour- 
aging. Ms Barbara Stamm. 
Bavaria's social affairs min- 
ister who has differed with 
Mr Waigel on pension and 
tax reform, declared that she 
put no value on such 
appeals. And the local party 
in Steinbach in Lower Bav- 
aria became the first to 
demand that Mr Stoiber 
replace Mr Waigel as party 
leader. 


would only deal with Russia 
on an iequri footing; he said 
Mr Yeltsin had promised 
Moscow would no longer 
holly its neighbours: *itiissia 
for the first' time has started 
playing a role tt should 
always have played." 

The Kremlin’s push for its 
own. deal with Nato in the 
wake of Helsinki also has 
helped neutralise the pro- 
Moscow left in Ukraine who 
have argued vociferously 
against the recent westward 
tilt. 

Ukraine’s negotiations 
with Nato are progressing 
without controversy. West- 
ern officials tn Kiev said the 
alliance in the past month 
had come hack with more! 
substantive proposals. 

The agreement is supposed 
to formalise Ukraine’s part- 
nership with the alliance 
through a special consulta- 
tive mechanism, similar to 
the proposed Russia-Nafo 
council, and affirm that the 
west cherishes its continued 
indep endenc e. 

.. The Ukrainians are eager 
for specifics. “It should have 
some legally binding ehtr. 
ments and should raise sectir 



Visit to Kiev yesterday of 
Nato commander Gen 
Jonlwan has prompted no 
Kremlin protest 

rlty guarantees," said Mr 
Vblddymyr Horbulin, head, 
of the national security 
council 

The other potential "grey 
zone" countries around Rus- 
sia’s rim are also guardedly 
optimistic that the Kremlin 
may be prompted into giving 
up its claims of regional 
hegemony. 

Leaders of the Baltic coun- 
tries last week welcomed Mr 
Yeltsin's declaration in Hel- 
sinki that Russia would 
guarantee never to invade 
thorn again and 7ri« call for 
- renewed talks on finally con- 
cluding border and mutual 
recognition treaties held up 
far years. - 

But Estonia. Latvia and 
Lithuania said their goal 
remained eventual Nato 
membership, holding out the 
hope that a less threatening 
Russia would soften western 
apprehensions about, admit- 
ting. them. The Baltics are 
' not likely to be included in 
the first wave of expansion. 

“The Russian president’s 
position that the tragedies of 
the past win not be repeated 
improves the possibility that 
Lithuania can become , a 
Nato member sooner rather 
than later,” said Mr Algirdas 
Saudargas. Lithuania's for- 
eign minister. 
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NEWS: EUROPE 


EUROPEAN NEWS DIGEST 



Spain defends 
train safety 

Hie Spanish gpgaa -nrngnt. defended the safety standards of 
the country's state-owned railways alter 20 people were 
frilled to by two deraUtnents on Monday night anH early 
yeste rday morning. Mr Francisco Alvare&Cascos, deputy 
prime minister, described the accidents as a "dramatic 
coincidence". Bat be told Spanish. radio he saw “no 
reason to change safety concepts”. 

Officials blamed excess speed for the country's worst, 
rail crash since 1080, in which. 18 passengers died stn ^ 
about 90 were injured when three carriages of a twcM 
four-carriage intercity train were burled off the track near 
Pamplona in northern Spain. The train, hound from 
Barcelona to IrQn on the western side of the 
French-Spanlsh border, was said to have been travelling 
at 137 kilometres an hour (mare than 85 mi l es an hour) as 
it crossed the points at a station, more than four 
times the regulation speed. 

The Rezzfe rail company said it was too early to reach 
conclusions about the causes of the night-time deraffznent 
of a Barcelcma-Mfilaga express near Guadalajara, 

northeast of Madrid. A French woman and a Renfe 
employee were Wiled, and 22 others injured in the 
accident. David White, Madrid 

Albania PM visits rebels 

Albanian prVmo minister 
Bashkin? Fmo (left) went to 
thereby-held south 
yesterday fer the first time ■ 

dnA 1 M m r g w t tg ggforwd - rtw 

re^ch last month to begin 
talks w&b. their leaders. Mr 
Finn arrived hy helicopter 
in tbe stronghold of 
Ggto&aster, 30 km from, the 
Gfreek bordffl-, and was . 
greeted warmly by the 
aimed rebels. Mr Fine said 
be washi the regjon to 
meet tbe “legal 
representatives of local' - 
power jand public order'’ 
hh± quickly moved to 
dischrakms with rebe&und 
elected officials aHke. Elected officials We remained m 
the region but the south has been run ty rebel 
Committees of Public Salvation shra the army was 
driven out and weapons depots lootedln early Marcb- 
Rightwing president Sail Ber&ha was farced to name 
Mr Flno, an opposition Socialist, to head an all-party ■' 
crisis government on March 1L ■ ^ 

■ France has offered 1,000 troepp wjfli armoured cars and 
personnel earners to a Wltlnafional'aecurity force to 
protect tmmahttarfah refief operafloBS in Albania, tire 
defence ministry said yesterday 

Italy is putting together a 5.000«htsig farce to the 
Balkan nation fhTinwmg approval from file United 
Nations an Friday, Tbeferce is also expected to include 
contingents from Greece, Spain, Turkey, Romania and 
possibly Portugal.'- Batter, Tirana 

Europay card issue up 

Europay, tbe coosartnnb.wbicb manages the >fest^Card 
and EunxhequabraW^.ihEur^e, fspoteUjd aJL4 : percent 
increase- in theirarnbQ! of its cards to isshelast year to 
14a9ra as the plastic .card continued to gain ground across 
tbeoontinenL • ' ' 

Helped by strong growlh hj Spain. Turfreyand 
Europay maintafeed its ed^oveartbe rival, Visa- 
consortium, which last year reported a similar rise to 
100m cards in Europe. Spending an Europay cards, 
although iflper cent higher than in 1995 atga&Ahn. still 
lagged Visa’s $841bn. GeoiyejGraham 

French drivers call new strike 

French irude drivers yesterday called a fresh strike for 
May 5 after talks cm eariyxetiremeat brbke dcfwn, union 
leaders said. The four main truckers' unions - theCGT, 
FO, CFTC and FNCR - called the stoppagejust four 
months after a strike and road blockades by drivers 
paralysed road traffic across the country. . 

Hie government's accord in November to back demands 
for retirement at 55 instead of 60 brought an end to the 
initial strike. Talks broke-down when the parties failed to 
meet a March 32 deadline to implement the accord. - 
Francois Poletti, head of the transport section at the FO ; 
(Workers Force) union, said spontaneous strikes might . 
start before May 5. Reuter and AP, Paris 

■ Ground staff and pilots of state-owned Air France 

Europe yesterday extended a strike in protest el the 
airline's merger with Air France. Air France Europe was 
forced to cancel 'most morning flights from Paris' Orly ' . 
air port after ground staff voted to continue their strike 
for another 24 hours. ■ Reuter csndAP 

Cars sales fall In France . 

New car sales in France fell by 17.1 per emit year on year 
last month, taking the adjusted drop ta 24Jl per cent tor . 
the first quarter, compared with the same period last 
year. - ' - 

Last month’s drop was smaller than to January and 
February, raising hopes car sales might be recovering 
gradually after collapsing on termination of a government 
and industry incentive scheme last year. \~ 

New car registrations reached 2A8m in 1996 on the back 
of the incentive scheme, which aided at the b eginning of 
October. The French carmakers' associa t ion yes terda y 
said that new car sales are likely to decline by between 10 
an/i u per «yn«- to around L9m units this year- ■ 

Hcdg Smoman, Motor Industry Correspondent 

ECONOMIC WATCH ' ' 


Spanish trade deficit falls 

Spain’s trade gap narrowed 

tjy 37 per cent to January, 

showing the best ’ 

performance In the 
,, munl n ’M mwmier ce with 

| the rest of the European 
A Union since it joined 11 
t years ago- Figures from the 
7 the economy- and finance 
l ministry showed the 
Overall trade deficit falling 
to PtalQ9.1hn (5768m) from 
PtalTSJhn In the same ' 
month last year, mainly as 
. a result af strong farm 
sales. Exports lose 22J> per 

ceto compared with a AS 
per cent growth in iiiipui ta. 
The i mpro vement 

continued the trend set last 

shortfen was reduced by 

wiffi othm- EU paitMrs^v^h^^96^^gan 

£eresu!ftte world. attributed ptogyto 
ggd^stemjnmg from the raxart strife rf^eU^.doDar. 
Food exports rose overall by more Hum 20 per cant 
S^SSwfth the same month last year, and sales of 
SSS^ods by 17 per cent David -mate, Madrid 




‘example of transition problems’ 


By Anthony Robinson 

Bulgaria emerges as a text- 
book example of what can go 
wrong in the' transition from 
a centrally planned to a mar- 
ket economy in the first 
fuB-scaJe survey .of the Bul- 
garian economy by the 
Organisation tor Economic 
Co-operation and Develop- 
ment. 

“While a certain degree of 
macro-economic stability 
and growth are taking hold 
in much ctf central and east- 
ern Europe, Bulgaria finds 
Itself in the midst of a major 
economic crisis, including 
the virtual collapse of the 
banking system, a signifi- 
cant decline in GDP, rapid 


. a; 


A local Bulgaria! radio broadcast a report 
yesterday, that fire government had decided 
do wn oi) bSndni to check their 
accounts, writes Anthony Robinson. 

What was tntraWted is an April Fool’s 
joke, however, Frayed only too beHevuhle to 
a nation which povfckeepB most of Its money 
in jam jars and is quick to believe the worst 
about the banks, whose mass fe&p-e last 


year caused a confidence crisis that could 
handi cap the sector lor decades. 

The joke proved too dose for comfort for 
some. “These people should realise that 
reaKty In this country is absurd enough and 
there is no need to play jokes with it," said 
one angry listener, who called the Reuters 
newsagency office in Sofia to check the 
story. 


devaluation oLthe lev, doa- 
ble digit, manfhty inflation, 
an ♦w^^lating ’ftriri gptirr y cri- 
sis and a general loss of con- 
fidence and credibility in 

economic polky," the surveys 
reports. . ' • *.■* 

However, thfi ^ds-based- 
think-tank's repcq$ was con- 
cluded before the Socialist 
government resigned in Jan- 



to make way far a care 
government headed by 
i ... Stefan Sofiansld, the 
"ioeposition mayor of Sofia, 
^his has contribuied to a 
r positive shift in foreign per- 
‘ t&ptkms of the, country’s wffl 
p'to’refbrm following all-party 
-^agreement on the introduc- 
tion of an IMF-supported 
purrency board monetary 


system after elections on 
April 18, -Irrespective of 
whether toe ^Socialists or fire 
oppositi.cn Union of Demo- 
cratic Forces wins. The UDF. 
recently strengthened and 
reorganised into a regular 
political party, is expected to 
win the election. 

Hie IMF recently agreed a 
ffiMm flmaflM amt 


the World Bank approved 
projects worth 8290m but 

both Trp»V » tfflpiriiiy 

conditional on the introduc- 
tion of a currency board 
which ties domestic money 
supply to the level of foreign 

currency reserves. 

"The hope is that the crisis 
may at last provide a context 
to realise painful but neces- 
sary decisive measures to 
deal with loss-making banks 
and enterprises, accelerate 
privatisation and improve 
the overall environment for 

domestic and foreign busi- 
ness," the review says; 

The crisis in the banking 
system emerges as the heart 
of the problem but "stabilisa- 
tion has also been hindered 


by problems in the imple- 
mentation of key economic 
laws and regulations, partic- 
ularly in the areas of taxa- 
tion, foreign exchange trans- 
actions and prudential 
regulation for banks," It 
nriric 

As in Russia, tbe underly- 
ing problems are made 
worse by au “increasingly 
critical" fiscal problem. The 
share of tax revenue dropped 
to 2R5 per cent of GDP in 
1996 against the background 
of sharply rising domestic 
debt. 

Interest on this debt alone 
readied 17 per cent of QDP 
last year, leaving the govern- 
ment virtually without 
resources. 



‘common across EU’ 


By Robert Taytor, 

Employment Editor 

Wage and umpTnytnwrt flwriWWy 
are now comxmm across the Euro- 
pean Union regardless of co unt ry, 
according to a sur v e y * iff 303 
European-based companies pub- 
lished today by Towers Pork, tbe 

hit/ w iaH nnal rfl p m W i nitt , 

The report found no significant 
differences between companies 
operating in mainland Europe and 
the CK “despite the comnwtnlyheld 


assumption flexible US and UK 
practices contrast with regulated 
European approaches". ' . 

It ftnmd most companies sur- 
veyed intend to develop beams and 
wage ince nti v e plans-in the next 
two yean addle nearly half intend 
to introduce team-based pay 
reward schemes. As many as 84 
pm- cart, of companies said they 
phwtrwH to r est ructur e by the year 
2000. 

“The . surprising consistency" 
found among the companies in 


their “new pay” practices was due 
to globalisation of markets and 
technologies and ctnnpetitive pres- 
sures wltlrin countrie s , gather : 
than “any strong move to panEn^ ^ 
ropean reward approaches which 
are not yet generally apparent to 
these organisations*. 

The participants included a wide 
range of leading corporations, 
Ttu-iiuting Alcatel TSfono, BanQne 
Indosuez «nH cridk Lyonnais to 
France; Lufthansa -and Deutsche 
Telekom in Germany and Pirelli 


sand Eni to Italy. Just over half the 
companies were UK-owned, many 
Vffli European operations, but the 
survey also included 13 per cent 
Iftfen Italy, 9 per cent from France 
and 8 per cent from Spain. 

•VTbe survey said individual 
"worker performance was now the 
*most I mpor tan t factor affecting 
executive and managerial pay 
increases and Increasingly for ruro- 
m ana g e meat employees". 

However, it also found there has 
been a fill in involvement of 


employees to corporate consulta- 
tion over recent years. “Achieving 
employee involvement appears 
werryingly low on the human 
resource and compensation man- 
agers' Oat of priorities,'* it said, 
“despite the evidence that such 
Involvement correlates very 
strongly with successful imple- 
mentation.” 

'Learning from the past Changing 
for die Future, from Towers Perrin, 
77-92 New Oxford Street, London 
WCXA IPX. 
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Taiwan InnovaIue SM grabbed Peter 
with a pen that reads. 


% 






As ^ successful biographer, Peter Gfose has spent thousands of hours cross-referencing facts 
and documents, always longing for a faster compiling system. 

.>Theh,,tluabaigh ; a writer friend, in Taiwan, he met the Primax 
DataPen. By running the head of the little scanner across a printed 
page, the t'e^f was trairsfe^Ted instantly to a computer, almost 
tAventy tij^ies fastcr tl^n the best typist- . 

'At lbs^.thkn ; two hundred dollars,- the DataPen represents 
Innoyalue: That -is, innovation in design and manufacturing that 
gives^added value to so many Taiwan products. 

^ Thiese Innovalde products, exist in all design areas. Including 
^To leairrmot e,’ ^ us by fa>c or di^TritCrnet. Taiwan's 

is soariri^, not just with ideas an<| p£oducts, but also 

at are VEffr WELL MADE IN TAIWAN. . 

-V *'• . ■ 

• - - ■■ ■ 
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. Selected Tawai products 
' Cary this Symbol of Exceience. 

It is awarded by a pane) 
of judges only to those products which excel 
in quaBty aid ‘(novation. 

TAIWAN. 

Your Source 
for Innovalue- 


WWW: http; //innovalue.cetra.orgJtw 
Our Fax Number: 886-2-723-5497 
E-mail: raitnewsOcetra.org.tw 
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Thp Primax DataPen wuiw ih** t**xr 
dirwlly into a computer, tike Ihe 
lumrisome Arer Aspire, another Gold 
Awanl Winner. 
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NEWS: INTERNATIONAL 


Netanyahu talks of 
forming national 
unity government 


By Judy Dempsey 
in Jerusalem 


Mr Benjamin Netanyahu, 
the Israeli prime minister, 
said yesterday he was con- 
sidering a national unity 
government in a bid to reach 
a broad consensus for a final 
settlement with the Palestin- 


ians. 

His remarks to Israeli 
Army Radio are the clearest 
indication to date that the 
conservative Likud-led coali- 
tion may be pushed towards 
such a government to save 
the peace process and 
stem the rapid decline 
of Israel's international 
standing. 

“I am definitely consider- 
ing it but I have not taken 
any decision on the matter," 
said Mr Netanyahu, hours 
after two Palestinians, 
apparently suicide bombers, 
were killed in explosions tar- 
geted at Jewish settlers in 
the Gaza Strip and after 
Israeli troops shot dead two 
Palestinians near the 


West Bank town of 
Nablus. 

His remarks follow 13 days 
of clashes between Israeli 
soldiers and Palestinians, 

who continue to protest 
against the building of a new 
Jewish settlement at Har 
Homa in Arab east Jerusa- 
lem. 

Although high-level con- 
tacts between the two sides 
have been suspended, the 
Palestinian Authority has 
told its police to try to main- 
tain stability across the West 
Bank. 

“We are trying very hard 
to control the ground. But 
under Netanyahu, the peace 
process is slipping away," 
said Mr Saeb Erekat, the Pal- 
estinians' chief negotiator. "I 
don't care what form of gov- 
ernment there is in Israel as 
long as it puts the peace pro- 
cess back on track.” 

The opposition Labour 
party is divided about join- 
ing a national unity govern- 
ment. Mr Ehud Barak , the 
front runner in the party's 


leadership race, said yester- 
day that Mr Netanyahu was 
“playing far time" by calling 
for such a government 

“He is doing this to win 
back support from his right 
wing," said Mr Barak, far- 
mer chief of staff and later 
foreign minister under 
Labour. The nationalist part- 
ners in the coalition depend 
on Mr Netanyahu for their 
political survival. “A 
national unity government 
would also provide him with 
a moral and political safety 
net once the police end the 
investigations into the 
so-called Bar-On affair," he 
added. 

This Js the alleged scandal 
surrounding the appoint- 
ment of a new attorney gen- 
eral earlier this year. Shas, 
Mr Netanyahu's coalition 
partner, allegedly said it 
would support the Israeli 
troop pullback from the 
West Bank town of Hebron 
in return for its nomination 
of attorney general being 
accepted by the cabinet 



Freeze on Israeli ties 


‘the Arab minimum 


By David Gardner in Cairo 


Troubling times: Benjamin Netanyahu considers his options 
in the Knesset yesterday 


Labour has waited for the. 
outcome of the investigation 
before committing Itself to 
supporting or opposing a 
national unity government 
although Mr Shimon Peres, 
its leader, backs such a 
move. 

Mr Barak said Labour had 
always unconditionally sup- 
ported the government to 


combat terrorism and in 
every step of the way to 
make peace. 

“But there is not enough 
in common between both 
parties for Labour to join a 
national unity government I 
don't see that Netanyahu is 
committed to the peace pro- 
cess. He is committed to get- 
ting re-elected," he 


The decision by Arab League 
foreign ministers to call a 
halt to any fur ther links 
with Israel is the minimum 
Arab leaders feel they must 
do to pacify domestic public 
opinion, outraged by Israeli 
prime minister Benjamin 
Netanyahu's expropriation 
of land in occupied Arab east 
Jerusalem. 

WhfW it is stm not clear 
what practical measures the 
“freeze on normalisation" 
will translate into, it is 
intended as a signal to Israel 
as wen as a g e stur e to the 
“Arab street 

AH Arab governments, 
especially the modem camp 
led by Egypt and Jordan, 
feel the Netanyahu govern- 
ment’s continuing colonisa- 
tion of Arab land is under- 
mining their stability, 
stirring an upsurge in 

Tdami e ftinrioTn u-w +aliawi in 

aH their countries. They are, 
as Mr Netanyahu com- 
plained . on Monday , “gang- 
ing up” - but mainly for 
their own protection. 

“You can't play with Jeru- 
salem he keeps oppress- 
ing that particular button," 
a senior Arab di plomat said 
yesterday. “What, hers 


EASTMAN KODAK COMPANY INTRODUCES 


Eastman 


• n 


A Kodak Company 
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Eastman Kodak Company 
just improved the outlook 
of document imaging and 
enterprise work management 


Through the acquisition of Wang Software, 
Kodak has expanded its product portfolio 
to include industryTeading technology for 
imaging, workflow and COLD, as well as 
document and storage management. 




Now your organization can leverage our 
powerful solutions to manage critical 
business information and processes - 
from document capture and workflow 
management through document 
warehousing and retrieval. 


To learn more about our expanded 
portfolio of software products, visit 
www.eastmaxisoftware.com 


Or call us at 01812313652 



6 Eastman Kodak Company; 1997. 


playing with is religion, and 
that's having a serious 
Impact throughout the 
region. We have to respond.” 
- King Hussein of Jordan, in 
Washington yesterday for 
talks on the crisis with Pres- 
ident HOI CMuton, told Mr 
Netanyahu in a letter last 
month that his attempt to 
seal off Jerusalem from the 
Palestinian West Bank was 
leading the region towards 
an abyss. 

The Netanyahu govern- 
ment believes that few Arab 
leaders feel any real solidar- 
ity with the Palestinians and 
the PLO leader, Mr Yassir 
Arafat But the question of 
Jerusalem, housing the third 
most sacred shrine in Islam, 
goes beyond the issue of Pal- 
estinian rights. Every time 
Israel tampers With it, the 
ground shakes under the 
Arab regimes, especially 
those, which have made 
peace with IsraeL 

General Hassan el-Alff the 
Egyptian interior minister, 
who has spearheaded a cam- 
paign against a five-year-old 
Islamist insurgency he 
claims to have under con- 
trol, said yesterday that 
“this is encouraging terror- 
ism, strengthening those ter- 
ror groups which had begun 
to dissolve and encouraging 
them to unite. When the 
people feel there is injus- 
tice. . . millions will he pro- 
voked". 

The Arab foreign minis- 
ters’ unanim ous resolution 
to freeze relations with 
Israel is a recommendation 
to their heads of state. But 
softer proposals last Septem- 
ber. after the June Arab 
s ummi t in Cairo which 
warned of a freeze unless 
Israel kept its c ommi tment 
to trade conquered Arab 
land for peace, resulted in 
Gulf and Maghreb countries 
pulling back from further 
links with IsraeL 
■ Oman this week said it 


would not send its trade rep- 
resentative back to Israel, 
and Morocco, according to 
well placed Arab diplomats, 
has stopped even taking tele- - 
phone calls from the Israeli 
government King Hassan of 
Morocco has been a prime 
mover of Israeli- Arab rap- 
prochement But he claims 
descent from the Prophet 
Mohammed and Is responsi- 
ble for the Jerusalem Com- 
mittee of the 64- country 
Conference. 

Arab diplomats - In Cairo, 
headquarters of the 22-mem- , 
her Arab League, say all - 
League members are likely 
to signal opposition to Israeli - 
l au d grabs. They emphasise 
the overall objective is to 7 
continue the peace process.. ' 
on the agreed land-for-peace 
basis. "It’s not important 
whether there's an embassy “ 
or not [in Israel].” one said*/ 
“but that the message!^ 
read and that we are tr yi n g .- 
to move forward." . ' 

The “primary" boycott 
which the League resolution ' 
reaffirms - prohibiting; 
direct Arab trade with Israel 
- was still technically in 
force anyway. The more 
damag in g “secondary" boy - 
cott on third countries trad- 
ing- with Israel has withered 
away. - ’ . 

As a result of the peace 
process, and the lifting of 
this boycott, Israel b rok&. 
into lucrative new markets 
in the Far East -including 
Moslem countries such as 
Indonesia and Malaysia. . 

Hie Palestinians and Syr- 
ians believe the European 
Union should review its part- 
nership agreement with 
Israel, which contains 
unique access to the EU 
member states' Research ' 
and Development Frame- 
work Programme - the first 
real opportunity Israel's 
flowering high technology 
industry has had to crack 
Europe's single market. 


World Bank 


reform faces 
close scrutiny 


By Robert Chote, 
Economics Editor 


Mr James Wolfensohn won 
an important victory on 
Monday in gaining approval 
for his proposals to restruc- 
ture the World Bank. But as 
a result he will find his pres- 
idency of the development 
organisation subjected to 
unforgiving scrutiny while 
the plan is put into effect. 

Mr Wolfensohn has 
already had to scale down 
his proposals to order to win 
approval from his executive 
board. Implementing the 
so-called “strategic compact" 
will now add $250m to the 
bank's running costs 
between now and fiscal 2001, 
compared to the $372m origi- 
nally proposed. 

The plan has several objec- 
tives. These include shifting 
resources from administra- 
tion to front -Une operations, 
developing new services, 
boosting the technical exper- 
tise of staff, decentralising 
activities to client countries, 
creating partnerships with 
other organisations, improv- 
ing Information manage- 
ment and reforming person- 
nel policies. 

Mr Wolfensohn ftlafrmfl this 
will give much greater 
impact to $2bn of the bank's 
S22bn of lending each year. 
Given the bank’s catalytic 
role among other lenders, 
this should generate J5bn a 
year more in effective lend- 
ing for development 
The objectives were 
on controversial, but the pro- 
posed costs took the bank’s 
board members by surprise. 
Under pressure from the US, 
the UK and France, among 
others, the plan win now be 
phased in over a longer 
period than Mr Wolfensohn 
originally intended and run- 
ning costs will be returned 
to their current levels by fis- 
cal 2001 rather than showing 
a 3 per cent increase. ' ' 


These are significant con- 
cessions, but the more 
important outcome in the 
long term may be a change 
in the relationship between 
the bank's board and the 
people who run its enormous 
bureaucracy on a day-to-day 
basis. Following the board 
meeting on Monday at which 
the strategic compact was 
agreed, the bank issued a 
statement which included a 
promise that "there wifi be a 
biannual review by the 
board of the bank’s senior, 
management". 

This emphasis on internal 
scrutiny reflects two partic- 
ular concerns which board 
m e mb ers brought up when 
discussing the ' compact. 
First, they are fed up with 
short-lived promises from 
m a n agement that every reor- . 
ganisation will be the last 
Second, they remember Mr 
Lewis Preston, Mr Wolfen-f: 
sohn’s predecessor, vowed to/ 
protect 'front-line servioes in 
the last reorganisation only " 
for them to suffer more than 
back-office functions. 

The US - whose support 
was pivotal for approval of : 
the compact - was particu- 
larly concerned to keep 
down the cost of redundan- 
cies envisaged in the com- 
pact. which could see staff 
numbers cut by up to TOO. ■ 
The bank has promised not 
to pay off staff who could be 
retrained or reassigned or 
who are performing unsatis- 
factorily. The redundancy 
programme will be reviewed 
every six months. 

When it makes its loans to 
client countries, the World 
Bank Js .used to laying down 
tough conditions and review- 
ing progress towards achiev- 
ing them on a regular basis, 
bn finally agreeing to sanc- 
tion Mr Wolfensdhn's amht 
tious reform plans, .the 
bank’s board may be giving' 
its managpmunt an overdue, 
teste of its own medi cine. 
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NEWS: WORLD TRADE 


US and EU take poultry 
hygiene row to the brink 


Alison Maitland and Guy de Jonquieres explain 
the background to the transatlantic trade tiff 


The dispute over meat 
standards which yesterday 
erupted into trade hostilities 
between .the US and the 
European Union grew out of 
a new provision jn 

the Uruguay Round world 
trade agreement. 

The dispute stems from a 
failure by the EU and the US 
to agree hygiene standards 
for processing plants for 
. poultry and- some other 
meat. 

The Uruguay Round provi- 
sion covers health »r»d 
hygiene standards for ani- 
mals and processing plants — 
the so-called sanitary and 
phytosanitary text - and 
allows countries to accept 
imports provided these stan- 
dards are “equivalent* In the 
exporting country. 

US officials say the aim of 
the text was to overcome 
outdated . demands by 
importing countries that 
tra din g partners exactly rep- 
licate their own domestic 
hygiene rules. 

These demands had 


included calls for exporting 
countries . to copy “the colour 
of the walls (in meat plants), 
the material used lor knife 
handles and square foot- 
age of toilets.'* said one offi- 
cial. 

Under the new text, the US 
and EU have agreed “veteri- 
nary equivalency” rules on 
many products. But 

poultry, petfoods containing 
animal remains, red meat, 
dairy and egg products 
remain unresolved. -The EU 
Is particularly concerned 
that US poultry plants do 
not meet its standards. 

The crunch came yester- 
day when the EU, in the 
absence of equivalency 
agreements, introduced 
requirements that US food 
exports cany certificates 
stating they comply with EU 
standards: The US said it 
was unable to issue such 
export certificates and was 
taking retaliatory measures. 

Trade disputes are fre- 
quently pushed to the brink 
before they are resolved. But 


since the formation of 
World Trade Organisation in 
1995, Am* US 

chosen to use the body's 
strengthened disputes settle- 
ment mechanism - rather 
than unilateral fiauntions - 
to resolve trade conflicts. 

One reason Washington 
has not referred this dispute 
to the WTO is that it still 
hopes to pressure the EU 
into reaching a -bilateral 
solution. Ur Dan Ghckman, 
agriculture secretary, said 
he wanted to continue to 
seek an acceptable agree- 
ment in miring vn nntViQ . 

However, Brussels said yes- 
terday that the US action 
was regrettable and would, 
not help talks. 

of the sanitary and 
phytosanitary. text is impre- 
cise and open tointerpreta- 
tion. This was underlined 
yesterday when fba Commis- 
sion appeared to suggest the 
rfiapiita had nothing to do 
with trade and was all about 

wnwamuw welfare. 

One advantage, of bringing 


the dispute to the WTO 
would be to darifyhow the 
text should work bcpractice. 

Under the WTO'S dispute 
settlement procedure, the 
two sides would have 60 
days to reach a bilateral 
agreement. If fi t ted , a 
disrates panel could be set 
up to hear fee case. If the 
panel’s findings were still 
disputed, the case would go 
to the WTO . appellate body 
whose ruling .would be bind- 
■ tag. 

A WTO panel is due to 
report by the end of May an 
-anottua- dispute between the 
US and the EU over meat - 
hormone-treated US beef. 

The US iwwptitTwrt to feo 
WTO last year about the 
EC's Import ban, tri g ge r ing 
a counte rwajmplaint by tha 
EU against retaliatory US 
sanctions that had been in 
plare on a range of food- 
strife stoce the row began In 
tiie late 1980s. The US 
dropped its sanctions, leav- 
ing fee main case atm to be 
resolved. . .. V. 



Giat in $4.7bn 
aims bid group 


Ban flHrtoiwm; B fttJring acceptab le J pBMnwrf In Miming 

innnfhm 


By Tim Burt 

Giat Industries, the french 
defence equipment manufae- 
tnrer. yesterday joined 
forces with GKN of the UK 
and German engineering 
groups Krauss Mallei and 
Rhetometall to bid for the 
$A.77bu European multi-rule 
armoured vehicle (MRAV) 
programme 

The company announced 
it would work with its 
Anglo-German partners to 
. develop common compo- 
nents ^ a “common indus- 
trial organisation” to limit 
development and production 
costs. 

News of Glut’s decision 
coincided with yesterday's 
MraiTHw for the TflibmlftffVon 
of bids to build initially 200 
armoured vehicles each far 
France. Germany and the 
UK. 

If the GKN-Giat-Krauss 
Maffel-Rheia ta stall consor- 
tium was successful, the 
companies would form a sin- 
gle contracting agency to 
allocate production among 
tii» four iMwih d n rw i . 

Officials at GKN said the 
alliance might develop into a 
mere formal joint venture in 
the flam e. 

“To get Giat on aide is 


vary important because H is 
tike favourite to win the 
French order for armoured 
infantry fighting vehicles.” 
GKN said. 

Some industry analysts 
believe pressure for defence 
consolidation could ulti- 
mately lead to mergers 
among some of the partners. 

The rival MRAV consor- 
tium - comprising Vickers 
and Ahrta of the UK and 
Henschel of Germany - yes- 
terday played down the 
Importance of Glut's move. 

It signed up Panhard, 
the armoured vehicle subsid- 
iary of Peugeot -Citroen, to 
bid for the French order. 

"This is not a blow 
because the Flrench decision 
is not the key factor - who 
wins the order from Ger- 
many and the UK is more 
important, ” according to 
Alvis. 

A decision on the orders is 
expected early in 1896. 

The UK Joined the MRAV 
programme last year after 
befog threatened with exclu- 
sion from the Bonn-based 
European arms agency If It 
did mat participate. 

For the UK manufacturers 
involved, a share of the 
order would soak up excess 
capacity at their plants. 
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WORLD TRADE NEWS DIGEST 

China’s ‘bridge 1 
to foreign fundi 


China's Junshan bridge development, which combines 
private and World Bank finance, could prove a model 
project paving the way for greater private investment in 
the country's capital-hungry hxfoastnmtinn.progtmaxoe; 
according to the World Bank. ■ , 

The bridge is to be built across the Yangste River. near 
Wuhan in the central province of HnbeL The World Bank, 
Ig. manag in g the associated highway k wraf a m enfa. while 
private investors are being sought to bufldthe bridge. A 
roadshow to solicdtJnterest starts next month. - 

Mr Nicholas Hope, director of the Bank’s China and 
Mongolia department, said: “Otur infrastructure 
programme does encourage the development cf a ' 
framework to allow greeter involvement afforadgn private 
investors in China 's infrastructure. . . ff snecessfh^ this 
bridge project can pave, fee way for many more of these 
types of projects in China, and probably not involving the 
World Bank or Asian Development Bank.” < - 

The. deal comes as China enters what te eRpected iohe 
its last three years of support from the WmMBank’s 
cohcessianary lendfogM’M fe * *' 4 

International Development Association (IDA) - the bank's 
soft loan arm - has already been cut by a thirdfrom *3bnt, 
in the tfaree yraus'iSSl'to 1904tQ*2ta in fee*snbsequani 
three years. Fur the current programme. fram199T to ‘ 

1998, IDA. lending is expected to fall to $900m. China is the 
biggest beneficiary of World Bank lending, borrowing 
$3bo a year since 1993. Of this, 40 to 45 per cent goes into , 
infrastructure development . Louise Lucas, Bong Kong 

EU launches satellite protest 

The European Commission is to complain to the World 
Trade Organisation that Japan favoured US bidders in a 
$40m contract for a global satellite navigation system. In ‘ 
its tender, Japan restrictedsicjpliers to the use of US 
technical specifications, thereby excluding European 
companies. The Commission said this was a violation of 
Japan's obligations under the nondisc r i mina tion and . 
transparency provisions of the WTO Gove rnm e nt 
Procurement AgreemenL 

Tbe Japanese ministry of transport is working on a - 
Multi Functional Transport Satellite project aiming to 
launch a satellite by 1999. Obey plan to develop a global 
navigation system for aircraft, adapted to Japan’s specific 
needs. Similar projects have been launched in fee US and 
fee EU, on the basis of different technical specifications. 
Foreign staff, London 

NEC fights dumping derision 

NEC said yesterday it would contest an antidumping 
move against Japanese supercomputer makers by the US. 
Commerce department. The Japanese computer maker 
faces dumping margins off 454 per cent on US 
supercomputer sales- The Commerce department's 
pre liminar y decision backed a c ompla i nt by Cr ay 
Research, which claimed that Japanese manufacturers 
had offered vector supercomputers in the US at less than 
fair value. Mr Masao Toka, an executive vice pres id en t of 
NEC, grid- “The dumping investigation was targeted at 
preventing supercomputer procurement from outside the 
United States, and Is based on an unfair and biased" 
investigation by the Commerce department “centred on 
information from Gray.” NEC has filed a suit at the US 
Court of International Trade asking that the Commerce 
Department investigation be stopped and calling for a 
third party to carry out an impartial mvestigatira. 

»fr Robert Ewald. the president off Cray said: “The 

m L’lnrex lucf Jnnr 


- that the four vector sopercomputers offered to 

the University Corporation for Atmospheric Reswreh^ 
NEC were illegally dumped.” AP-DJ, Tokyo 

■ Rolls-Royce has won an order worth up to 6240m to 

simply engines for Boeing 757 aircraft befog purchased ^ 
SSSn^tel^riines of the US. Ccmtinmtelbas placed 
firm orders and acquired options on 16 Boeing 7S7s. 

« .it. MmnUdA enormes for 80 DW cent ol the world s 


uk group hopes to win farther orders after 
OTtoWBodngTWs. ifaMStopmlar. London. 


■ Janau and 45 other nations nave , 

tat^costtag US bastaaws Wlions _ 

SSm AtoStartion says in its mnuJ review of imMr 

Union. 

to be repaid over 30 years, with a grace i 
Anatol Uezxn, Bucharest 

period of 10 years- . • - ! ■ 
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. L /^^3flMV31^anideasa^toha^(High 
Marshall McLnhan hack in the '60s. 
1 * ■ ; ASjwfcept looking for an implementor. 

■ ^notion that needed vision, of course, but 
down-to-earth thi^ ...<*• 

; Ikim as capital and a network bqjenopgh to 


> ” * 


Such as die vision to have invested early 
in the Internet 

Such as the commitment to embrace 
competition and bring choice to customers 
worldwide. 

Such as die ability to biuld partnerships and 
alliances which proride local understanding 


and on-the-ground support. 

The promise of the creation of Concot pic 
from the proposed merger of BT and MCI will 
mean nothing less than the first communications 
company for the world. 

And the official opening of the gates to a 
Tillage fee size of a planet. 
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NEWS: THE AMERICAS 


US figures point to stronger 



By Gerard Baker 

The already strong pace of US 
economic growth appears to be 
gaining momentum, according to a 
clutch of reports published yester- 
day. 

Construction spending surged in 
February, a key index of leading 
economic indicators recorded its 
13th consecutive monthly increase 
in the same month, and the 
nation's purchasing managers 
reported a sharp rise in manufac- 
turing activity in March. 

The figures, which all exceeded 
analysts’ expectations, will provide 


more grist fin- the Federal Reserve 
In Its struggle to rein in what looks 
increasingly like a runaway econ- 
omy. The central bank, citing the 
seed to take pre- emp tive action 
against Inflationary pressures, last 
wed: raised short-term interest 
rates for the first time in two 
years. Evidence of continuing eco- 
nomic strength is likely to mean 
the quarter point rise will be fol- 
lowed by farther increases in com- 
ing months. 

But US financial markets reacted 
calmly to the latest signs cf rapid 
economic expansion, although 
fears of higher interest rates had 


produced over the weekend the 
largest two-day fell in stock prices 
since 1987. 

Helped by unseasonably mild 
weather, construction spending 

jumped is per cent in February, 
the fastest rate of Increase in 11 
months, the Commerce Depart- 
ment reported. The rise followed a 
downwardly revised 0.3 per cent 
increase in January. 

The National Association of Pur- 
chasing M^gwiipn t reported that 
economic activity in the manufac- 
turing sector accelerated last 
month. Hie purchasing managers’ 
index rose to 55 per cent, from 53.1 


per cent in February. A figure 
above 50 suggests activity In the 

wawwfailiirlng fift-tfw is grnvring 

The March figure was the highest 
in two years. The bulk of the 
increase was accounted for by a 
sharp rise in new orders. 

But there was stfll little sign of 
rising cost pressures. Mr Norbert 
Ore, chairman of the NAFM’s busi- 
ness survey committee, said its 
price index “indicated a continuing 
increase in prices paid, but 
Increases were at a slower rate 
than in. February". 

The Conference Board, a private 
sector research group, said its prin- 


cipal index of leading indicators 
rose 05 per cent in. February. The 
index; a reliable guide to economic 
activity about six months ahead, 
rose Li per cent in the period from 
last August to February. 

Overall, the US ec on omy grew at 
an annual rate of &9 per cent in 
the last three months of 1996, and 
officials now believe growth in the 
first quarter of 1997 wjDl have been 
only slightly slower. In spite of no 
dear evidence as yet of rising infla- 
tion, the Fed dearly believes that 
pace of growth, if maintained, 
would produce an acoftterattan in 
prices. 


Cuba casts a 
wider tax net 


By Pascal Fletcher 
in Havana 

Cuba's tax authorities are 
widening their net in a move 
that threatens to discourage 
foreign Investment 

After reintroducing per- 
sonal income taxes for some 
Cubans in a society which 
had remained virtually tax- 
free for nearly three decades, 
the island's new tax authori- 
ties are now setting their 
sights on foreign residents. 

Last month representa- 
tives of foreign banks and 
other companies operating 
in Cuba received a circular 
from the Cuban Chamber of 
Commerce advising them 
that all foreigners who were 
in Cuba for a total of 180 
days in mpIi naimdar year 
were required to present 
hard-currency tax returns 
for 1996 by March 31. 

The circular confused for- 
eign residents in Cuba, 
many of whom bad been 
bemused by the govern- 
ment’s efforts to reintroduce 
income tax among Cubans 
after so many years. 

“What is confusing is who 
is eligible and who isn’t,” 
one foreign businessman 
said. Many foreign residents, 
including company represen- 
tatives, said they believed 
they were not liable to pay 
taxes. They cited a 1994 


Cuban tax law which indi- 
cated that only foreign resi- 
dents who received hard-cur- 
rency income from “national 
sources” were expected to 
pay taxes, also in hard cur- 
rency. 

But officials from Cuba's 
new National Tax Adminis- 
tration Office are saying that 
“national sources” means 
“activities carried out in 
Cuba", which would cover 
most foreign residents. 

Diplomats and representa- 
tives of international organi- 
sations are exempt from pay- 
ing personal income taxes in 
Cuba in cases where recipro- 
cal agreements exist. 

Cuba’s 1995 foreign invest- 
ment law also exempts for- 
eign partners of joint ven- 
tures. But many foreign 
company representatives 
and contract workers have 
been forced to seek legal 
advice. 

Cuban peso salaries are 
not taxed. But selective 
taxes on peso and hard-cur- 
rency incomes are already 
being applied to same locals, 
especially self-employed 
workers, artists and enter- 
tainers. 

Same businessmen believe 
the move would place a fur- 
ther burden on hard-cur- 
rency operating costs in 
Cuba, which are already con- 
sidered high. 


Broadcasters win U S fight 
for access to small screen 


By Bruce Clark 
In Washington 

US broadcasters were 
savouring victory yesterday 
after a sharply divided 
Supreme Court upheld a law 
that requires cable television 
operators to retransmit 
material from local televi- 
sion stations. Hie law had 
been challenged by Turner 
Broadcasting Systems and 
other leading players in the 
country’s $25bu-a-year cable 

television sector. 

The “must-carry” provi- 
sion in 1992 Act 

bad been attacked by Indus- 
try executives because it 
forces them to devote a mini- 
mum number of channels to 
broadcast television, even if 
this displaces cable services. 

But Mr Dennis Wharton, 
vice-president of the 
National Association of 
Broadcasters, hailed the 5-4 
court verdict as a “great 
decision” which would 
secure the future of at least 
1,500 local stations. While 
the main broadcasting net- 
works are paid money to 
have their programmes 
retransmitted by the cable 
networks, many smaller 
broadcasters - for example 
Spanlsh-language and reli- 
gions stations - rely on the 
“most-carry” provision to 
survive. 



President BUI Clinton 
yesterday sought a study 
into the effects of a ban on 
Revised advertisements for 
liqnar. Renter reports from 
Washington. 

The president, expressing 
concern over the ending in 
November of a SOyear 

voluntary embargo on 
television advertising by the 
alcoholic spirits industry, is 
to ask the Federal 
Communications 
Commission - which 
regulates broadcasting.-- to . 
look into the effects of sharp 
curbs. ■ 


C-Span, the cable network 
that coven Congress and 
other public events, has 
complained it is being 
crowded by broadcast ser- 
vices under the “must-carry” 
rule. 

Both sides in the dispute - 
cable services which fear 
being crowded oat by broad- 
casters, and broadcasters 
which believe their program- 
ming could be dropped - 
have presented the issue as a 
test of free speech. The 40- 
page verdict will be studied 
as a guide to how the 
Supreme Court interprets 
the first amendment, guar- 
anteeing freedom of speech, 
in an age Of ftnramunlratinrni 
systems that the framers of 


the US constitution never 
imagtned- 

The case was also an 
important test of the balance 
of power between Congress 
and the judiciary as both 
attempt to define free speech 
in tin* information era. 

Mr Dan Brenner, vice-pres- 
ident of the National Cable 
Television Association, 
regretted the fact that, in its 
judgment, a majority of the 
court’s justices voiced 
respect for the views of legis- 
lators; “This is an gratnpip 
of extreme judicial 
restraint,” he said. “The 
court is telling us that what- 
ever decision Congress has 
made, we are not going to 
disturb it’ 


The same Issues — high 
technology, civil liberties 
and the separation of powers 
— mre at stake in another 
sensitive case pending before 
the court: a bid by ftee- 
speech advocates to strike 
down the Communications’ 
Decency Act which aims to 
outlaw pornographic mate- 
rial on tfe Internet Public 

ranrom over the a bn^ga of 

the Internet ranging from 
sexual titUlatfon to propa- 
ganda. by ultra-right groups, 
has risen to new hei ghts this 
week following revelations 
that the cult involved in a 
suicide by 39 people in Calif- 
ornia was a sophisticated 
user of the Internet to 
attract followers. 



law off to 
chaotic start 


By Gerard Baker In 
Washington and Daniel 
Dontbay In Marico CHy 

A new law designed to 
toughen rules on immigra- 
tion into the US took effect 
yesterday after a chaotic 24 
hours in which, the law’s 
introduction, was delayed by 
one federal court then rein- 
stated by another. 

Early yesterday morning 
an appeals court in Washing- 
ton overtoiled a ruling on 
Monday by a US district 
court that the law’s provi- 
sions concerning the treat- 
ment of immigrants 

should not take effect as 
scheduled yesterday because 
the government had given 
insufficient, notice of its 

hwptemgntaH p n . 

The law, which is part of 
an omnib us statute passed 
by Congress last year, con- 
tains tough guidelines for 
immigration officers. These 
stiffen conditions for the 
granting of political asylum, 
make it easier for immigra- 
tion officers to deport arriv- 
ing foreigners. »nH make it 
harder for offenders to win a 
waiver of deportation. 

US district judge Emmet 
Sullivan on Monday agreed 
with civil rights groups that 
the role changes were so sig- 
nificant that they required a 
statutory 30-day notice 
period before they could take 
effect He delayed implemeur 
ration of the rules until next 
Saturday, 30 days after they 
were published. 

But government lawyers 
successfully argued before 
an appeals court yesterday 
that delay would result in 
chaos for immigration offi- 
cers as they would have no 
regulations to guide them on 
how to treat outstanding 
cases. Thousands of pending 
deportation cases might be 
lost because of the postpone- 
ment 

“It’s going to be sheer 
chaos,” Ms Linda Wend- 
tland, an attorney for the 


Justice Department, told the 
court 

Civil rights groups were 
planning a further challenge 
to the law yesterday, hoping 
to persuade another district 
judge that the rules for 
immigration officers do not 
properly require them to 
inform arriving immigrants 
that they may have the right 
of political asylum In the US. 

A row is brewing in 
Mexico over the controver- 
sial measures, adding to 
recent strains in the rela- 
tionship between Mexico and 
its northern neighbour just a 
month before President BD1 
Clinton's scheduled visit. 

There are up to 3m Mexi- 
cans living and working Ille- 
gally in the US, and Mexican 
politicians have condemned 
rules prohibiting Illegal 
alters from re-entering the 
US for up to 10 years and 
withdrawing some forms of 
welfare from migrants. 

Recent moves by the US 
Congress to block Mir Clin- 
ton’s certification of Mexico 
as a partner in the drug .war 
have also increased suspi- 
cions. 

“The US has the right to 
make laws which apply to its 
own territory," said Mr 
Carlos JimOnez Macias; a 
senator for the ruling Insti- 
tutional Revolutionary 
party. “But Mexico cannot 
allow this legislation to pass, 
since it affects the human 
rights [of Mexicans].” 

Mexican consuls and legis- 
lators have lined up to say 
that the new US law will 
result in mass deportations, 
a claim dismissed by the US. 
The Mexican government 
said it had protested against 
the measures since October. 

However, President 
Ernesto Zedillo’s govern- 
ment is painfully aware of 
its inability to influence the 
immigration debate in the 
US, and is concerned that 
the issue does not over- 
shadow Mr Clinton’s visit on 
May 6-7. 



American yjJ Chamber 
Of Commerce In Egypt 

EGYPT 

THE EMERGING MARKET 


BUSINESS CONFERENCE IN CAIRO 
MAY 13 &. 14, 1997 

UNDER THE AUSPICES OF H E. DR. KAM.AL EL GANZOURY. 

PRIME MINISTER. ARAB REPUBLIC OF EGYPT 

Join international business and government leaders exploring opportunities in the region. 
The government's commitment to the economic reform process has pushed Egypt to the 
forefront of emerging markets. Investment opportunities worth billions of dollars are 
available for the private sector with attractive incentives. 

Fees to Attend $500 (exclusive cf travel and accommodation) 

Venue: Cairo, Saniramis Inter-Continental Hotel. AmCham Egypt will handle accommodations. 


To register p/ease fill and fax 


Portion & Company 


Address 


TV I— 


Fk 


t wish ld prf by 0 Visa 

oortf no i — . -i. ■ ■ ■ . 


□ Mas tercard 


Expiry Dan 


SjpMfure. 


Cairn Marriott Hotel Suite 1541, Teb (202) 340-8888, ext 1541, Fax (202) 340-9482, (202) 340-1820, (202) 340-2048 
Web: hapJUwwximcham.orgjeg E-maib corfSamcham.org.eg 


CONTRACTS & TENDERS 


PRIVATISATION: BULGARIA 

PRIVATISATION OF LARGE STATE COMPANIES 

SHORTLISTING OF FINANCIAL ADVISERS 
AND TRANSACTION AGENTS 

Following the agreement with the International Monetary Fund on a programme 
of structural reforms, including accelerated privatisation of major state 
companies, the Government of Bulgaria seeks to appoint International financial 
advisers and transaction agents in the sale of: 

AIR TRANSPORTATION: Balkan Airlines SPJSCo. 

CHEMICAL AND PETROCHEMICAL INDUSTRY: Agrobiohim SPJSCo. 
(bio-products), Antibiotic SPJSCo. (drags), Capitan Dyado Nikola SPJSCo. 
(plastic pipes), Neohim SPJSCo. (fertilisers), Neftochim SPJSCo. (oil refining & 
petrochemicals). Petrol SPJSCo. (gasoline distributor/retailer), Sviloza SPJSCo. 
(viscose rayon), Verila SPJSCo. (bio-products) 

FERROUS METALLURGY: Promet SPJSCo. (profiles) 

NON-FERROUS METALLURGY: Asarel-Medet SPJSCo. (copper refinery) • 

MACHINE TOOLS AND METALWORKING ENGINEERING: Bourgas 
Shipyard SPJSCo., Rousse Shipyard SPJSCo., Varna Shipyard SPJSCo., 
Kxemikovtzi SPJSCo. (steelworks), Stomana SPJSCo. (steelworks), ZMM- 
Stomana SPJSCo. (machine tools), Chavdar SPJSCo. (motor vehicles), Tespom 
SPJSCo. (technological equipment) 

ELECTRONICS AND ELECTRICAL ENGINEERING: Izoma SPJSCo. 
(insulation materials) 

TEXTILE AND KNITWEAR INDUSTRY: Vitosba 47 SPJSCo. (garments) 
TOURISM: Dyuni SPJSCo. (tourist resort) 

Investment banks and consulting companies with relevant experience in the 
privatisation of companies in transition economies are invited to express their 
interest regarding the privatisation of one or more of the above listed companies. 

As invitations for proposals concerning specific enterprises will be issued from 
April 21, 1997 onwards, interested investment banks and consulting companies 
should present their qualifications to the Privatisation Agency by 3 pm on April 
18, 1997. The shortlisted firms will receive terms of reference and die deadlines 
for receiving offers in due time. 

Privatisation Agency, 29 Aksakov St, 1000 Sofia, Bulgaria . 

Contact Persons: Mrs Staneva, Tel: (+359 2) 980 5460 
Ms Varkova, Tel: (+359 2) 980 8275 Fax: (+359 2) 981 6201 
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Pakistan 
president 
loses 
power to 
fire PM 


By Farhan Bokharf 
in Islamabad 

Pakistan's government and 
opposition mated yesterday 

as MPs voted imaniinrnigly 
to repeal the controversial 
power of the president to 
sack elected governments - 
a power used four Urn**? in 
the past nine years. 

They also took away the 
president's powers to 
appoint the governors of 
the country's four provinces, 
the heads of the armed 
forces and the chairman 
of the joint chiefs of 
staff 

The repeal bill, which 
went through the upper and 
lower bouses of parliament 
in a single day, appears to 
strengthen considerably the 
position of Mr Nawaz Sharif, 
the prime minister. 

Western diplomats and 
independent analysts said, 
the legislation would make 
Mr Sharif one of the most 
powerful prime ministers in 
Pakistan’s 50-year history, 
almost half of which has 
seen the country run by mil- 
itary regimes. 

By contrast, the president 
becomes a largely ceremo- 
nial figure whose main exec- 
utive role is the appointment 
of judges. 

The powers abolished yes- 
terday were taken in 1985 by 
General 23a ul Haq, who had 
ruled as military dictator, 
since 1977. He secured refer- 
endum hacking - for the pow- 
ers, then ruled as civilian 
dictator until his death in 
1988l 

Mr Sharif has left in place 
a provision which granted i 
the armed forces immunity 
from prosecution for actions 
under eight years of martial 
law from 1977 to 1985. ' 

Ms Benazir Bhutto, the 
opposition leader, who was 
sacked as. premier by the 
president in November, 
described the new legislation 
as “a victory for every 
worker who raised then- 
voice against military dicta- 
torship and for democracy".^ 
Mr Sharif, who was him- 
self dismissed as -prime min- 
ister in 1933, described yes- 
terday as "a great day for 
parliamentary democracy'’. 

The speed with which Mr 
Sharif acted caught many 
analysts by surprise. He had 
been silent on the issue 
since Pakistan's February 3 
elections, then announced 
his repeal decision on Mon- 
day night. 

Air Sharif said Mr Farooq 
Leghari, the president, 
agreed with the proposed 
amendments. Mr Leghari 
was yesterday himself said 
to be in his village in the 
south of Punjab where he 
arrived on Sunday. 

The changes left lingering 
concerns over the future role 
of the armed forces in Pakis- 
tan's civilian decision mak- 
ing. 

In January, Mr Leghari 
formed the Council for 
Defence and National Secu- 
rity, including the three 
armed forces chiefs and the 
chairman of the joint staff 
committee, with the presi- 
dent, prime minister, and 
the ministers of defence, 
finance, the interior and for- 
eign affairs. 

The council has been crit- 
icised by democratic and 
human rights activists as 
giving representation to the 
generals in civilian decision 
■ malting . 

MT Sharif yesterday 
refused to discuss the fate of 
the council, which is 
empowered to discuss and 
advise on a range of issues 
including the economy, 
internal security and foreign 

affair s. 


Japanese adapt tt* sales tax rise 


By Befhaii Hutton to Tokyo 

Japan's higher consumption tar. 
which brought down one govern- 
ment and almost broke a coalition 
before .it was passed two years ago, 
came into force yesterday accompan- 
ied by grumbles from shoppers 
apologetic smiles from sellers. 

Mr Ryrrtaro Hashhnoto, the prime 
minister, asked far people's “under- 
standing and. co-operation" in the 
smooth twiptonwitatityi Of »>v» Wv 
rate increase, from 3 per cent to 5 
per cent . 

The extra YSjOQObn ($4D.Sbn) reve- 
nue expected, from the increase is 
intended to help Japan cope with the 
burden of its ageing population. 
Moving from direct to indirect taxa- 


tion is seen, as particularly necessary 
because the pool of income tax pay- 
ers is . shrhiiriqg as the number of 
pensioners rises. 

'introduction of the original 3 per 
cent consumption tax in 1989 was 
widely blamed feu- the downfall of 
the Liberal Democratic party govern- 
ment, which had governed the coun- 
try for a nearly uninterrupted spell 
since the second world war. Reaction 
this time has been more resigned, 
although the impact of the -tax 
increase may be much greater in the 
current economic conditions. Japan 
is slowly emerging from a long eco- 
nomic downturn. 

'The higher tax wifi cost the aver- 
age family Y85.000 (3890) a year, says 
the Japan Consumers’ Cooperative 


Union* Economists disagree about 
it? likely impact on consumer spend- 
ing this year, but some decline is 
inevitable in the short term. 

1 Shoppers have bad. plenty of time 
to get^ready for the increase - it was 
announced in November 1994 and 
confirmed in June last year - but in 
the run-up to the Introduction of the 
lax, shoppers still rushed to buy big- 
ticket items in order to save a few 
th ousand yen. 

.. Shops and petrol stations open 24 
hours we re doing brisk business just 
before midnight on March 31, and 
^kjhabara, Tokyo’s main shopping 
district for electrical appliances and 
computers, had a busy weekend. Car 
sales for the first quarter were lifted 
by the Impending increase, and new 


house purchases also appear to have 
been affected. 

More upsetting for consumers 
than the actual increase may be the 
growing confusion over price label- 
ling. Remarkably, for a country as 
heavily regulated as Japan, there are 
no roles mi whether marked prices 
should include tax. Even in the same 
shop, the price printed an a pack of 
noodles will not include tax. but that 
on a magazine will. 

More confusingly, publishers now 
say that in future book and “maga- 
zine prices will not include tax, 
while department stores say they ' 
may show both pre- and post-tax 
prices, to avoid shocking buyers of < 
big-ticket items at the checkout. 
Editorial comment. Page 15 - t - 


Property blues show sign of lifting 

Bethan Hutton and Jonathan Annefls report on a new mood of confidence 
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By Mark Nicholson 
Jn New Delhi 

Congress party officials 
yesterday suggested the 
party could reach a political 
deal with the minority 
United Front government 
that it undermined at the 
weekend, and avoid a no- 
confidence vote next week, if 
Mr H.D- Beve Gowda first 
resigns as prime minister 
and coalition leader. 

Mr Sitaram Kesri, the Con- 
gress leader, who has 
plunged India into political 
turmoil by withdra wing P^~ 
liamentary support from the 
UF, has also insisted that 
Congress assume the leader- 
ship of the “secular forces 
government 

However, an aide to 
Mr Kesri said that "if Mr 
Gowda goes, anything is ^pos- 
sible," adding: “ff he goes. 


J apan's p r op ert y bubble 
took six years to pump 
itself up, and has now 
been losing air for six years. 
But in tlie past few weeks, 
there has been a renewed 
mood of confidence that the 
slump may be at an end. 

ifopes are based an gov- 
ernment measures ann- 
ounced this week to help the 
property market, renewed 
interest from foreign inves- 
tors and better than expec- 
ted results from same high- 
profile land ftHntiwig 
The biggest auction 
involved the sale of a rite 
owned byihe defunct Japan 
National Railways (JNR) in 
the prime business district . 
The buyer was Pacific Cen- 
tury, a Hang Kong-based 
company run by ]fr Richard 
Li, son of Mr Li Ka-shtog, 
thg Hang Kong billionaire. 

| Pacific Century' paid 
YB&flta, or Y17\8m (3145,000) 
per square metre, for the 
plot about & per cent 
more than the predicted 
price. 

This and other. JNR land 
packages excited tile market 
They were uniquely attrac- 
tive; huge blocks of land in 
prime locations next to main 
stations. They came with 
inducements , such as 
psixaisriOED for a higher ratio 
of Soar space to land area. 
But most property waiting to 
come on to the market is 
more typical for large Japa- 
nese cities: small, awk- 
wardly. shaped Mocks in 
average locations, not neces- 
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sarfly convenient for trans- 
port. 

The question is whether 
enough of Japan’s property 
glut is of a high enough 
standard to attract the same 
kind of interest 
The ppee of prime land in 
Tokyo and CJsaka has fallen 
by as spmh as 80 per cent 
from ita peak value in 199L 
According to toe National 
Land Agency.' land prices fell 
last year for the sixth year 
running, by ah average of 2£ 
per cen t \. 

There is some .evidence 
that prices in some areas, 
and for some categories of 
property, may be bottoming 
out But in other key areas - 
such as commercial property 
in Tokyo - further falls are 
w pprtaii Tokyo commercial., 
property feU 13.2 per cent 
last year; Osaka's fell 9.9 per 
c ent ; j • . j/*-.- 

The rental market, on the 


other band may be stronger. 
Tokyo’s total office stock 
amounts to some 400m 
square feet, compared to 
250m square feet in London. 
Yet the fact that bond yields 
have dro p ped below theoreti- 
cal yields cm property for the 
first time ever, while the 
. cost of borrowing money at 
less than 8 per cent is pram- 
king; even if prices have not 
bottomed out, the chanc es of 
earning a decent return on 
pi opai ly have improved. 

Mr Guy Cubitt, representa- 
tive director in Tokyo of 
international property con- 
sultants Richard EEs, says 
rents for h igh quality office 
space are beginning to 
increase again, as vacancy 
rates drop rapidly. Tenants 
have been telring advantage 
of the lower prices to 
upgrade, a move which 
. increased in the aftermath of 
the Kobe earthquake. 
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further wotld stability 


By Tony Welker in BeQng 

The rise of “oriental 
cultures" driven by a rapidly 
modernising China will 
counter western influence 
and help maintain interna- 
tional stability, according 
to an influential Chinese 
“think - tank” which is 
supported by the milit- 
ary. 

The Institute of Strategy- 
and Management, in a wide- 
ranging atid unusually can- 
did public assessment for a 
Chinese institution, is rela- 
tively optimistic ‘ about 
global trends and forecasts 
that Sino-US relations will 
improve “irrespective of 
unavoidable frictions”. 

The institute, staffed by 
young western-educated 
scholars, supplies research 
material to China's leaders 
and is known to have the ear 
of President Jiang iZemin. fts 
report is more forthright 
than standard Chinese secu- 
rity assessments released to 
the public. 

“The world will basically 
move forward along the read 
Of political stability,” the 
report says. “The momen- 
tum of westernisation will 
be checked by the rapid 
growth of east Asiqn .econo- 


mies arid the strengthening 
of oriental cultures.” 

' The freport forecasts a 
favourable . international 
eav i nm m eatfor China’s con- 
tinued inexorable rise as a 
“major world; power”. It also 
praises Beijing’s “firmer 
stand” in 1994, a reference to 
its handling , erf the Taiwan 
issue/ 1: 

Angered by what it 
regarded $s Taiwan’s 1 
attempts to increase its 
“interoatixmaL living space”, 
China early last year fired 
missiles ^ntoswaters off the . 
island, p rom pt i ng a chiiT in 
Sino-US relations. . 

hi an unfortunate choice 
of words, given . allegations 
in the US pvear possible. Chi- 
nese ftiiifmg-Gf the Demo- 
cratic presidential campaign, 
the report says {tjjat to 
improve Sino-US under- 
standing •’pubtlio relations cm , 
US Ctm&resfe 'and media 
should be conducted more 
vigaroudy' . ? S 

“Unofficial - channels 
should be .utiHsed to give the 
American public amoare bat ; 
anced pictured China’s con- 
ditions and policies.” 

The report identifies west- 
ern concerns about a “China ; 
threat” as the main obstacle : 
to Bei^ng’^ .'■efforts toy. 


improve its international 
relations. It accuses China's 
critics of “seizing on 
human rights” as a pretext 
to frustrate its develop- 
ment 

But in spite of such opposi- 
tion the report says China’s 
economic power; win not be 
and the resumption 
of sovereignty -cover Hong 
KoDg on July 1 win farther 
•bolster its posifito. 

“After the return of Hang 
.Kong to China, the country 
will have a combined gross 
national product, of fajooobn 
and 'Combined ; exports 
amounting to about 6 per 
cent of toe worM- total, rank- 
ing fourth tar fifth < in- the 
world,” the report -says/ 

The report that 

p r e v en ti on of “another add 
war” wQl be a - basic princi- 
ple guiding leading powers 
..fo the, years, >tn -3000, and it 
forecasts that regkmal secu- 
rity co-operatipns will be 
enhanced- . V 

The report is optimistic 
about the world economy, 

• saying that developed coun- 
tries will emerge frOm stag- 
nation to achieve' annual 
growth of 2-3 per cent, while 
higher growth wiD.be maln- 
Ctarned in developing coun- 
tries.- • 






there will be no vote.” 

The remarks, suggest Con- 
gress is seeking a deal with 

tbe.UF - a 13-party grouping 
which combined after. last 
year’s elections, with 
Congress backing, to keep 
the “communal” Bharatiya 
Janata party (BJP) from 
power - to avert a -confi- 
dence vote set .for April II- 
which could plunge India 
back into a snap election. 

. But with several more 
days political brinkmanship 
in prospect, theUF has ruled 
out as “ncm-negotiabte" any 
leadership change 'and is 
Instead hoping toe threat of- 
elections will force Congress 
MPs to reconsider MT Kesri’s 
move. “We’re just allowing 
that pressure to * mount/*- 
said one UF leader. 

UF leaders, meanwhile, 
sought to salvage the gov-, 
eminent's recent business- 


friendly ;jbud0# .from the ;; 
political crisis, calling on the 
BJP.the largest single party, 
and Congress to - allow a vote L 
on the Finable Bill before 
the confidence motion to . 
avert a “natioi&l crisis". 

Mr Kesri’s camp claims . 
that Mr Gowda has forfeited 
toe right to' head the “seen- , 
lar" UF,|Jmving “snowed" 
under his id-month tenure ' 
the 'formation of elected, 
coalition , governments in 
Punjab and Uttar- Pradesh 
states .which. Include, the 
Hindu nationalist BJP.'” 1 " 

• Mr Kesri's critics allege’ 


hours a personal ‘ grudge 
-against Mr Gtofrda. hefieVH^r ’ 
him to be waging a yfodto'.; 
five cam pa ig n , agtonst .him;; 
one threatening eventuMl' 
criminal and corrtipi&fo 
charges. „ ...y* vvvv 

Barring the unforeseen/ - 


the 176-seat UF J would 
appear bound to lose the 
confidence vote in toe 543- 
seat house: But thete are 
also no signs that Mr Kesri 
has yet won Congress any 
political support, .without 
which it could not form an 
alternative government, 

The political standkrff has, 
' meanwhile, undennided any 
promise of progress in talks 
between India ajto Pakistan, 
which had resumed . this 
■weekend with bureaucratic 
contacts after a chilly three- 
year break. ‘ -*•' • ‘ 

Indian officials said no 
“spbstantlve" progress was 
now possible until the ooun- 
trf6 political crisis was 
resolved, thus reducing to 
-the' level of courtesy an 
expected meeting between 
the two. sides’ foreign mtaifr 
ttys, to Delhi neafcqpqfc . 
Lex Comment, Page 16 


Additionally, rents are 
now at such a level that 
Tokyo no longer appears 
expensive in comparison 
with Hong Kang or Singa- 
pore,. a fact which has 
attracted the attention of for- 
eign buyers. 

Besides Pacific Century, 
Samsung recently bought 
half a l&starey Tokyo build- 
ing for YlQbn, and nn^ of the 
Shiodome buyers was Alder- 
ney Investments of Singa- 
pore. 

The new found optimism 
about toe Japanese property 
market started with the 
Shiodome land auction in 
February, at which 5JS hect- 
ares of prime Tokyo land on 
the site of a former rail 
freight statical was sold to 
three consortia for develop- 
ment Into corporate head- 
quarters, commercial office 
space, cultural facilities and 
apartment buildings. 


The land had been put up 
for sale by toe JNR Settle- 
ment Corporation, which 
was set up to dispose of the 
JNR's legacy of debt after its 
break-up in 1996.' The;' auc- 
tion netted YS72.3bn, or 
Y7.07m per square metre. 

Slightly bi ghwr thaw Initial 

expectations. Last month, 
another JNR plot by Osaka 
station fetched more than 
expected, at Y4.7m per 
square metre. 

The government has also 
this year introduced several 
measures to baip the stag- 
nant market, such as 
increasing plot ratios, and 
simplifying tax treatment for 
land transactions. The latest , 
package, unveiled on Mon- 1 
day, wOl help hanira to sec- 
uritise the property-backed j 
non-performing loans they : 
are burdened with, and so 
possibly help liquidity in the 
market 


ASIA-PACIFIC NEWS DIGEST 

Malaysia sets 
listing rules ;; 

Malaysia yesterday announced guidelines under which 
foreign companies may seek to list their shares on the 
Kuala Lumpur Stock Exchange. The move is part of the 
country's drive to broaden and deepen its financial 
markets to compete as a regional financial market against 
Hong Kong and Singapore. Initially, only foreign 
companies with “substantial” Malaysian interests will be 
considered. The shares of all listed companies are' to be 
denominated in the ringgit, Malaysia’s currency. [Only 
primary lis ti ngs would be allowed, a statement fyont the 
Securities Commission said. 

The commission defined “substa n tial" Malaysian - 
interests as when resident Malaysians owned more than -* , 
50 per cent of the company’s paid-up capital, or when the 
largest shareholder of the company was Malaysian and 1 

owned more than 33 per cent erf toe company. In effect, I 

the most likely candidates for listings are overseas 
companies acquired by Malaysians, such as Lotus, the UR 
sports car maker. James Synge, Kuala Lumpur 

Thais to ease ownership curbs 

Thailand may soon relax foreign ownership restrictions 
I an finance companies as a way to provide the struggling 
industry with a quick injection, the finance minister, 

| Mr Amnuay Vfravan, said yesterday. But It will keep the 
foreign ownership restrictions on commercial banks at 25 
per cent Under existing regulations foreigners may own 
! up to 25 per cent of finance companies, but several 

international financial institutions have expressed 
interest in investing in the sector if the limit was raised. 
Given the liquidity crunch at some companies, &fr 
Amnuay said a relaxation an foreign ownership 
restrictions “is in the pipeline for the finance companies’*. 

The draft of the country's first securitisation law, which 
should give financial Institutions access to more stable 
long-term funding, was payed by Thai cabinet 


■ Thafland’s inflation rate rose 4J> per cent year-on-year 
in March, led by a 5.7 per cent rise in food prices. 

Although the rate was higher than February's 4 per emit, 
cm a year-on-year basis the inflation rate has riowed fiw . - 
seven straight months. ' Ted Bardadce, Bangkok 

Victoria to sell power grid 

Privatisation of state-owned electricity assets in the 
Australian state of Victoria took another step forward 
yesterday, when ministers announced they were about to 
invite bids for the power grid. The state government, 
which has already sold the distribution businesses and is 
in the process of disposing of power stations, said it 
expected the sale in the second half of 1997. LegMaticn 
for price regulation and to protect standards would be 
introducedahortly. 

Simultaneously. Victoria’s state government announced 
it was selling the.49 per cent of the Loy Yang B power 
station to Edison Mission Energy of the US. Edison 
Mission bought the other 51 per cent of Loy Yang - a 
1.000MW generator - in late-1992- NUda Tatt, Sydney 

U South Korea’s trade deficit rose 78 per cent to $7.4bn 
during the first quarter of this year, almost half of the 
Official target ofS14bn-$l6bn for 1997 against $23.7bn in 
1996,. John Burton, Seoul 

■ Foreign Investment to the Philippines reached 49Qhn 

pesos ($l&6h») in 1996, beating the government’s forecast 
of 465bn pesos, according to Official figures. Japan was the 
biggest foreign direct investor with 9^bn pesos, followed 
by the US with 4-Zbn pesos. Justin Marosxi, Manila 
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NEW SEAT” 


It’s no wonder frequent travellers on 
business prefer to fly with Japan 
Airlines. On board our new Executive 
Class Seasons, our Skylines seat 
makes comfort the No.1 priority. 

It has a multi-positional headrest for 
full support A lumber and leg support 
for posters. 

And to rest your aye, the cabin's 
interior decor changes. with the 
seasons. Even Seasons' changing 
menu appreciates European and 
Japanese tastes. 

From 1st April to 30th June, 50% bonus 
miles for frequent flyers between 
Europe and Japan to celebrate our 
JMB unification. 

For more details contact your travel 
agent or call JAL to enjoy comfort 
all the way. 
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Merrill arm 
reports errors 
in accounts 


By John Gapper, 

Banking Editor 

Merrill Lynch, the US 
investment bash, said yes- 
terday it was tackling a 
number of “unreconciled bal- 
ances” in the accounts of its 
equity derivatives arm in 
London, but it did not expect 
to Tnafcg significant losses. 

Merrill, which discovered 
the unreconciled balances 
when it started to transfer 
its equity derivatives bal- 
ance sheets from one subsid- 
iary to another, said it was 
likely to lose only “an insig- 
nificant amount” through 
the errors. 

Although the losses are 
likely to be minor, they 
come amid concern at many 
banks at the potential to lose 
money in trading or account- 
ing errors, particularly 
within derivatives arms 
where financial contracts 
may be complex. 

In 1994, Salomon Brothers, 
the US investment bank, 
took a $278m charge against 
profits to cover accounting 
errors that mostly occurred 
in its London operations. 
Salomon was later disci- 
plined by City of London 
regulators. 

The Securities and Futures 
Authority said yesterday 
that it had been notified by 


Nuclear fleet 
refit cost soars 


By Bernard Gray, 

Defence Correspondent 

New facilities to refit 
Britain's Trident nuclear 
missile submarine fleet at 
Devonport in south-west 
England will cost about 
£3S0m ($556-5m) - almost SO 
per cent more than the 
£237m quoted when the con- 
tract was awarded in 1993, 
the Ministry of Defence has 
confirmed. 

DML, the company which 
now owns the yard, beat off 
a £250m bid from Rosyth in 
Scotland to win the work in 
1993. Although the decision 
was made on the basis of a 
slender £13m difference, 
which has since been 
dwarfed by a £ii3m cost 
increase, the winning yard 
will get exclusive refit work 
worth several billion pounds 
over the 30-year life of the 
submarines. 

DML will start work on 
the facilities immediately, 
because there is barely time 
to finish the work before the 
submarine Vanguard bas to 


be refuelled In 2001. The 
ministry is justifying the 
price increase on the 
grounds that the competi- 
tion in 1993 was for compara- 
tive purposes only and 
excluded some costs to make 
comparisons between the 
rivals easier. It had previ- 
ously refused to reveal 
details of the cost of the con- 
troversial facilities. 

The ministry says the 
price of the facilities will fall 
in a range of £335m-£359m 
depending on incentive fees 
to be paid to DML for com- 
pleting the work quickly. 
However, the ministry also 
insists that DML will be sub- 
ject to heavy penalty clauses 
if the facilities are not ready 
in time for Vanguard. 

flie ministry claims that 
the costs are higher because 
DML will provide facilities 
not covered in the original 
bid. A large element of the 
increase comes because 
more of the risk for handling 
the project has gone to DML 
than was envisaged in the 
1993 competition. 


Labour leader taunts Major: ‘This is not how Thatcher would have handled the issue 

Opposition piles ‘sleaze’ pressure on PM 


Merrill about the accounting 
errors, and was monitoring 
events. 

The SFA said it had no 
plans to investigate the com- 
pany. 

Merrill emphasised that no 
customer would lose money 
as a result of these errors, 
and there bad been no mis- 
pricing by traders. 

One Merrill executive 
described the accounting 
errors as “housekeeping 
stuff” that could be cor- 
rected. 

The investment bank has 
brought a small team of 
accounting specialists and 
hack office staff from New 
York to handle the switching 
of the accounts from its capi- 
tal markets arm to Merrill 
Lynch International, its 
European arm. 

Merrill originally decided 
to move equity derivatives 
into Merrill Lynch Interna- 
tional to place it in a regu- 
lated entity. 

The equity derivatives 
operation mainly buys and 
sells listed and over-the- 
counter derivatives for cus- 
tomers. 

Hie SFA said that it was 
being “kept up to date fre- 
quently” by the US com- 
pany. It added that there bad 
been “no suggestion of any- 
thing sinister”. 


By James BStz, Robert 
Pesten aid WiBiam Lewis 

The centrist Liberal 
Democrat party yesterday 
piled more pressure on the 
governing Conservatives 
over the issue of “sleaze” by 
announcing that they would 
join Labour, the biggest 
opposition party, in backing 
an independent candidate to 
fitmiH against Mr Neil Hamil- 
ton at the national election. 

Mr Hamilton, the central 
figure in the “cash-for-qu.es- 
tions" furore, faces claims 


Baroness Thatcher, who was Conservative 
prime minister from 1979-90, made dear 
yesterday that her approval of changes 
made to the Labour party by Mr Tony Blair, 
its leader, had not dimmed her mistrust for 
its ideals. 

“It is surely good news that the Leader of 


the Opposition now rejects many afthe poli- 
cies his party has pursued - with his own 
enthusiastic endorsement - in the past,” 
she wrote in the London Dally Telegraph. 
But that did not mean he had changed "the 

reality of his party” with its r “remaining 
commitment to collectivism". 


that he failed to declare 
money he received as an MF 
in the late 1930s from Mr 
Mohamed Fayed, owner of 
the Harrods store in Loudon. 

In a move triggered by 
apparent backing for Mr 
Hamil ton from Mr John 


Major, the prime minister, at 
a London press conference, 
the Liberal - Democrats 
announced they would join 
Labour in withdrawing their 
candidate in the district rep- 
resented by Mr Hamilton.. 

“We will be joining the 


search to see if a suitable 
and independent ; anti- 
corruption candidate can be 
found to stand against Neil 
Hamilto n," said Lord Holme, 
head of the Liberal Demo- 
crats' election campaign. 

Mr Hamilton, who denies 


any wrongdoing, is resisting 
pressure from some mem- 
bers of his constituency 
party to stand down before 
pniiing on May L His reftisal 
was portrayed by Labour as 
a sign of weakness on the 
pert of prime minister. 

Mr Major said that he 
would not wiafee a judgment 
before publication after the 
election of a report by Sir 
Gordon Downey, the Com- 
missioner f or Standards. One 
of Rip m«m difficulties fac- 
ing Mr Major is that Mr 
Hamilton can be deselected 







IMS Hope of a peaceful settlement in Northern Ireland reaches-.?-, 
peak during Prasiderrt Clinton’s visa to the capital. Belfast 


-SWv-J: 


only by his local p ar t y and . 
not by the party leadership. 

Mr Major rejected a claim 
by Mr Tony Blair, the 
Labour leader, that failure to 
sack Mr Hamilton was a sign 

of weak leadership. Mr Blair 

retorted: “I would simply put 
this question: can you imag- 
ine a situation where Mar- 
garet Thatcher [Mr Malm's 
predecessor as Cons e r vativ e 
prime minister] would have 
said: ‘There are. certain can- 
didates 1 don't want to stand - 
but there is absolutely noth- 
ing I ran do about it?* . 

Rift on 
euro opens 
in pro-EU -• 
party 

By George Parker and 
WBBam Lewis 

Some candidates standing 
for the centrist Liberal Den- - 
ocrat party are defying their 
party line by adopting & 
sceptical tone towards the . 
European single currency. 

The rift is a muted echo of 
divisions in the governing 
Conservative party. 

Mr Paddy Ashdown, Lib- 
eral Democrat leader, said 
yesterday that the party did 
not intend to weaken its _r* 
commitment to Britain 
adopting the euro, despite 
growing concern among 
some activists. He has 
described his party as “a 
rock" over Europe, hnmov- 
able in Its support for the 
European Union. 

However, a number of 
candidates are Idling voters 
in their local districts that * 
they are “not persuaded” of 
the merits of Britain taking • 
part in the single c ur rency. 

Mr Paul Keetch, the party's 
candidate in the western 
En gland city of Hereford, 
said: “Usually our party 
leads file debate, but on the ( 
question of Europe we. are 
having to catch up withptib- 
Uc opinion. 

“My personal opinion Is 
that 1 am not persuaded that 
at this time a single cor- . 
rency would be a good filing 
for Britain.” 

Mr Keetch’s views are typ- ; 
leal. of a number af.Idberal 1 
Democrat candidates fight- 
ing seats where the public 
mood is wary or even hostile 
towards Europe. ’ 

The problem is particu- j. - • 
laxly acute for candidates in , . v 
south-west England - the 
Liberal Democrats' main 
target region. - where the 
“mad cow” crisis and fish- 
ing disputes have hardened 
attitudes towards Brussels. 

Observer, Page IS 


PUBLIC HOTICES 

COMPETITION FOR PEAT *1R£D POWER STATION 
IN THE EAST MIDLANDS OF IRELAND 

The fonowing adverriietuaH has been placed in the Official Journal of the European Communities. 

Supply Contract • Negotiated Procedure 

1. Awarding Authority: 

Minister for Transport. Energy and Co«mminkarkMs 
25 Clare Street 
Dublin. 2 

The competition is to be run on behalf of the Minister by Independent Consultants consisting of a 
consortium of Stone & Webster Management Consul cams, Nat West Markets. Allen & Ovcry. Mathcscra 
Ormbsy Prentice, and NCB Corporate Finance. 

2. Nairn oT the Contract, CPC reference number (services): 

Contract to supply electricity to the Electricity Supply Board CESB) Grom a peat fired power station to be 
built, owned and operated by the successful tenderer. 

3. Place of delivery, site or place of performance of service : (RL - East Midlands area of Ireland; site to be 
finalised. 

4. For Supplies and Works: 

(a) rower station to consume approximately [ million uunesfamunn of fuel peat to produce approximately 120 
MW grass electrical output. 

The successful tenderer will enter into a long term contract withibe Electricity Supply Board (ESB) for the 
connection to the grid and the sale of electricity to ESB. The ESB. as contracting authority, has undertaken 
to enter into a long term supply contract with the successful tenderer as recommended to the Awarding 
Authority by the Independent Consultants. The competition win be organised and cun exclusively by the 
Independent Consultants. 

(bj Division into lots: No. 

5. 

6. Derogation from Article 18(6): No 

7. Time limits for delivery or completion 
The plant should be in service by 31.12^001. 

SU) Deadline for receipt of requests to participate: 5.5.97 

8(b) Address: PreqnalUkHtion doarateota available from, and sibnussons must be returned to, either oT 
the following: - 

Matbeson Orasby Prentice Stone & Webster Management Consultants 

3 Burlington Rood 500 Elder Gate 

Dublin - 4 Milton Keynes 

MK9 IBA 

T<± 00353 I 667 1666 Tel: 0044 1908 60 2236 

Fax: 00353 l 66? 1700 Fax: 0044 1908 602196 

8(e). Language: English 

9. Deposits & Guarantees: No bid bond required. Other bonds to be specified in draft cootracts forming part 
of Invitation to Tender documents. 

10. Financing & Payment: Project to be financed tw the successful bidder. Details of proposed financing to be 
included in tender submissions. 

11. Legal form In the case oT group bidden: Bidders to popase. The successful bidder will be required to 
futm a separate legal entity prior to entering into the co n t r acts. 

12. Minimum Standards: 

Applicants must have the demonstrated capability, experience and financial resources to develop a major 
txiild. own and ajKraic thermal power station project. Applicans must have undouken a relevant project of 
at least IRP 20 million contract value. Further details will be given in the prequaliTtcaikxi dccumencatkBL 
Applicants must operate on accredited quality assurance system. 

13. Providers already selected: The primary peat fuel supplier wiD be Bord na Mona. 

M. 

15. Other Information: D ea dline for submission of applicants' prequalificaticn is 5.5.97. 

The Criteria for selection win be the economically mast advantageous tender. 

The project has in principle been approved for EU pant assistance under the cams of Ireland's 1995-1999 
Ecooomic Infrastructure Operational Programme. 

17. Notice postmarked: 20.3.97 

18. Notice received on: 203.97 


Crumpled chancellor still in fashion 

Respected Kenneth Clarke set for what may be his last Ecofin meeting 


S porting crumpled suits 
and pro-Enropean 
views, Mr Kenneth 
Clarke can hardly be 
accused of courting fashion 
in the Conservative party. 
On the European stage, how- 
ever, Britain's chancellor of 
the exchequer cuts a sharper 
profile. His influence among 
fellow BU finance ministers 
has grown steadily, allowing 
him to play a vital if unpub- 
licised role in negotiations 
over economic and monetary 
union. 

This weekend, Mr Clarke 
will leave the UK election 
campaign and join his Euro- 
pean colleagues in the Dutch 
coastal town of Noordwijck 
to discuss the countdown to 
Emu. With the Tories 
trailing badly in the polls in 
Britain, it could be his last 
Ecofin meeting. 

Mr Ruairi Quinn, finance 
minister in the Republic of 
Ireland, says: “Ken Clarke 
has been a wonderful ambas- 
sador for Her Majesty’s gov- 
ernment, and not just 
because he speaks from a 
national perspective. His 
attitude to the single cur- 
rency is: we may or may not 
take part in this project but 
it is in everybody’s interest, 
particularly the UK’s, that it 
Is successful” 

Mr Gerrit 2 aim, Dutch 
finance minister and host, 
says the secret of Mr 
Clarke's success in Europe Is 
that he speaks in a humor- 
ous. Intelligent, and con- 
structive manner: “That's 
not easy given the political 
circumstances in Bri tain- ” 
Along with Mr Carlo 
Ciarapi of Italy, Mr Clarke is 
one of the few finance minis- 
ters who have dared to stand 
up to Mr Hans Tietmeyer, 
the towering head of the 
Bundesbank. But he is also 
blessed with the plain man's 



touch. Mr Clarke is no Euro- 
federalist He once defended 
his veto of funds for the 
European Space Agency on 
the grounds that it was “just 
a scheme to put Johnny 
Frenchman in space”. 

He is a biting critic of 
Europe's high unemploy- 
ment and inflexible labour 
markets. Like prime minis- 
ter John. Major he thirties the 
rest of the EU could learn a 
lesson from the liberalised 
British economy. 

Mr Clarke has, however, 
always acknowledged 


Britain's dependence on 
European markets. His guid- 
ing principle in nearly four 
years as chancellor has 
therefore been to keep open 
Britain’s options toward 
Emu while exerting maxi- 
mum influence over the 
negotiations. 

A year ago, at a meeting of 
finance ministers and cen- 
tral bankers in Verona. Italy. 
Mr Clarke successfully 
pleaded with his European 
colleagues not to make mem- 
bership of the revamped 
Exchange Rate Mechanism 


compulsory for countries 
outside the future euro zone. 

Mr Quinn quotes hint as 
saying that there were same 
people in Britain who 
thought hell had begun 
when Britain joined the 
ERM [in September 1990] 
and that heaven had begun 
when Britain left it. Mr 
Clarke is said to have added: 
“Britain is more likely to 
join the single currency 
before ERM, so don’t make it 
more difficult for ns to do 
so.” Eurosceptics in Mr 
Clarke’s own party suspect 
that his secret ambition is to 
push Britain, into Emu 
alongside France and Ger- 
many. The chancellor insists 
that Britain must play in 
Europe’s “first division 1 ’, but 
he has never put the chances 
of Emu going ahead on timt* 
an January 1, 1999 at higher 
than 60 per cent. 

In recent weeks, Mr Clarke 
may have have trimmed that 
figure in response to record 
unemployment in Germany 
and a slower-than-expected 
recovery in Europe. Yet 
unlike cabinet colleagues, 
such as Mr Malcolm Rffidnd, 
the foreign secretary, he 
resisted the temptation to 
make capital but of Emu’s 
difficulties. 

Because he does not fit the 
European stereotype of the 
British as political sabo- 
teurs, Mr Clarke has won the 
trust and respect of col- 
leagues in Brussels. "He is 
Britain's most effective min- 
ister. If only. ..be could be 
your prime minister,” says 
one German diplomat wist- 
fully, 

Mr Clarke's reward «tn» 
at the EU summit in Dublin 
last December, towards the 
climax of bitter Franco- 
German negotiations over 
the terms of the stability 
pact for enforcing budgetary 


discipline among countries 
in the euro zone. 

The French insisted that, 
politicians should have die- ^ 
cretion on when to impose 
penalties on fiscal delln- 
quents. The .Germans 
ingigtofi on autom ati c sane- . 
tions. Berth rJaimuri to.bave 
the Maastricht treaty on 
their side. 

On the Friday morning. 
Chancellor Kohl ordered a 
meeting between the French 
and German finance minis- 
ters, with Mr -T raw - Claude 
Jtmcker, the prime -minister 
of Luxembourg, acting, as 
go-between. 

Mr Quinn, the chairman. 

. called in the European Com- 
mission and Mr V-aTm of the ■ 
incoming . EU presidency. 
Suddenly, Mr Clarke poked 

his head around the door 
and asked whether he could v . 
join the inner circle. 

- - Mr Philippe Maystadt, thel 
long-serving Bai ginn finance . 
minister, says the positive 
response confirmed Mr 
Clarke's standing. “I was 
surprised how involved he 
was because he could easily 
have abstained," says Mr 
Maystadt, “but instead he 
made a constructive contri- 
bution." 

The lesson of Dublin was 
that a forceful British pres- 
ence at the EU negotiating 
table can frp the balance. If 
Britain remains on the side- 
lines, France and Germany 
dominate and the smaller 
states are trapped like mar- _ 
hies between the elephants. ' 

Mr Clarke, himself a heavy- ' 
weight, grasped that fact 
long ago. 

Lionel Barber \ 
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HSBC offshoot 


— lao^ivwiug leiepmone doqk owDea uy • 

the Nfldland Bank offshoot of HSBC, yesterday aimcranced 
the construction of a sew telephone tiaW centre in 
southern Scotland that is expected to create 5,000 jobs 
over the next seven years. - 

The Conservative part?, whose few Scottish seats in the 
House of Commons are under grave threat in the fon ifo g 
general election, has been eager to annraiTKy the First 
Direct Investment tor weeks. 


land and the Republic oFIreLand. 

Sven yesterday, Mr Michael Forsyth, the chief minister 
tor Scotland, managed to- jump the gun by welcoming the 
ne w^cal l .centre Tionrs before First Direct was ready to 
confirm its decision. ~ThS£ new site is to ensure 

we have the capacity to expand our business wen into Sts 
hext century/ said Mr "Keith Whitson, chief executive of 
Midland; George Graham 

■ NORTHERN iRELAND 


Hospital bed court for shot man 

A court convened In Belfast yesterday by the hospital bed 
of a 19-year-old man shot by undercover British soldiers 
in the Northern Ireland village of Qu>Hgi»nd last week. 

Mr Gareth Doris from Coahstand. who is being kept under 
armed guard, lay on top of his bed wearing pyjamas dur- 
ing the fouraurinte hearing. 

A dressing; covered a gunshot wound to his stomach 
and his teDapsedhtog was being inflated by air from a 
tube at his bedside! He was charged with attempted mur- 
der andmalidously caucangah ga piftaton outside Coahs- 
land police station last Wednesday. \ . 

Hie did not speak! and was remanded hi custody to 
appear at Belfeit Magistrates Court on April 29. 

“The defendant has asked me to indlcate that he is vig- 
orously contesting the charges,” said a defence lawyer. 

* manufacturing' OUTPUT 


Tentib month of growth recorded 

UK manufacturers enjoyed 
growing order books and 
rising oatputiast month, 
as the purchasing manag- 
ers’ index recorded its 
tenth consecutive month of 
e xpemsitm. The index pro- 
vided mixed signals over 
the state of the economy, . 
with good news on mann- 
tecturingotdputand 
increased orders balanced 
by signs at faffing employ- ■ 
ment cfflised by concerns 
over rising costs. Analysts 
^dtheing^bytheCliar- 
teced l^rs&hiteaf Purdrae^ 
nag ar^Si^dy, showed 
evidence that UK exports 

were picking up d esp&fe the big rise hi the pound's 
exchange rate since August 1996: Although the dvetall 



tea^vriM^surv^'mzuiufecturin^ 

shghtly to 52S iasttodhth, below February’s levelof 53.4. 

key 50 levfl. An index read- 
lngb^cw50sfe^acOTitrac±iOT 

W^’tSnrffrfli^if tft i^^M'at a hfgher rate thaa in ' • 
fehnitey. ■ RidiqrdAdams 


..v. 


OFFSHORE EQUI^ENT 


Wprfcprs walk but over pay claim: 

Wbrit v^ at a standstill yesterday at Amec Fracas and 
Energy's uffehe^ febricaMon yard in northeast "England 
because of to a one-day walkout by id! 1,750 hourly paid 
vrartosfs hrpursult of a Ifrper cent pay-claim. . 

-■ The bardp^. whlcKsays tt must drive down costs-to 
remain competitive and maintain a hoaltEy ordur bodk, 
has Offered a 3 percent rise with any additional increase 
depending bn productivity deals. 

Tiie Confederation of Shipbuilding and Engineering 
[ Unions has threatened $o stage further strikeSs. Mth walk- 

ntalka betwben : the CSEU mid management will tike place 
t hin week. The yard has been highly successful at win- 
ning orders -in. the past two years hut the company says 
fierce jnt ^irfgmTHh Mimpetitlm is driving down 
mar gins. Gtris.lighe ■ 

RIVER THAMES 


Water levels threaten boat trips 

Tour vessfels andpfeasure boats face canceflaticms of jour- 
neys on part of ^ Hyy 3togmBB in tobdori because of 

m nymaUy low ITTOr llOWS I« 

weather, the Polrt df I/mdm _ . 

It said vessels npstreain.cfKew; te thowest 

of London, faced '^vcoseningpi'oWem^ • /■; t . ' . 

It’s only April and we are ^Ere ady fedng^tiifi Jdnq of y, 
problems we usually fece hi Acfet^ after a yta.'y dry sum; 
mer,” it said. '■ -■ 

. Some tibbte feriyingtonrlsfe.titiE^^ DafiMBr 
Tiostreana to Hampton Court Ifea Vanc^da^seryioes 
because of the risk of graunding. Tmroyerom^s^rvt 
• mnm ffM Agency. wMdr-iaw already declared drought* ■ 
conditions in south-east England and'tife ^of .tiia cohn- 
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Success in winning contracts replaces acquisitions as principal engine of sales growth 

Outsourcing boosts leading IT providers 


By Paul Taylor in London 

Information technology 
outsourcing contracts 
awarded by British Industry' 
and the public sector helped 
the top 10 software and com- 
puter services companies to 
Increase their UK revenues 
by 29 per cant to &L06bn 
(¥&45bn) last year. 

The" top 10 also consoli- 
dated their grip on Hw mar- 
ket. taking fibeir share to 38 
per cent, according to fig- 
ures compiled by Mr Rjcbflrd 
Holway. an industry analyst 
and publisher of System 
House, a UK computing 
industry newsletter. 

“Tn previous years; acqui- 
sitions have been the main 


reason tor the h&h growth 
rates of the largfer compa- 
nies.” Mr Holway notes. 
."Hie pnly majdr acquisition 
of UK revenue^ iH 1996 was 
-IBM’s acquisition of Data 
Scfences . tiien^br reason 
tor high growth is. undoubt- 
edly the feet* that : these 
larger companies “have been 
awarded the 'lion's share of 
new outsou r cin g co n tracts.” 

- Electronic Data Systems, 
the US-based group, consoli- 
. . dated its position "as the larg- 
est supplier of itwnp^itw ser- 
vices in the UK. 

EDS revenues gr ew 4 6 per 
cent in Britain to £765m as 
its contract with Rolls-Royce 
came into toll effect, a con- 
-Tract with Airtonrs started 


and its work far the Inland 
Revenue grew significantly. 

Computer Sciences Corpo- 
ration, the sixth-largest com- 
puter services group in the 
UK, benefited from big out- 
sourcing contracts with Brit- 
ish Aerospace, Oxford Con- 
sortium and Lucas 
Industries. The UK 
operations of Serna Group 
and Cap Gemini also 
ini-T-pqg pvj their outsourcing 
businesses rapidly. 

“Those engaged in out- 
sourcing produced by far the 
fastest growth rates," said 
Mr Holway. “Conversely, 
those with no outsourcing 
activities - GEC Marconi. 
Microsoft and Oracle - had 
the lowest growth rates." 


Outside the top 10, the 
next 10 largest groups' 
revenues grew 16 per cent - 
near the industry average. 

• Companies are more 
worried about the risk of 
computer crime than they 
are about product liability, 
fraud or theft, says the 
latest biennial survey of 
corporate risk published 
yesterday by Aon, one of the 
world’s biggest insurance 
brokers. 

“The increasing 
dependence of businesses an 
computer systems has made 
many more organisations 
vulnerable to the im par t of 
computer crime," said the 
survey of 2,000 UK public 
and private organisations. 


Top lO cup^ff 



Hotels chief jailed for defrauding shareholders 


By ftoberHUce, 

Legal Correspondent 

The former man aging director of 
Resort Hotels was Jailed yesterday 
for right years for a £20m ($3L8a) 
fraud on the company's sharehold- 
ers. He was also disqualified from 
acting as a c ompany director for 
ten years. 

Mir Robert Feld, 45, was con- 
victed on three counts of making 


mtiiiwMWng ; statements nu d nine of 
forgery in connection with a 1992 
rights issue. 

The court heard that Mr Feld 
had tied about profit forecasts and 
about the company's indebtedness 
m order to ensure success for the 
rights issue. However, within two 
years the company's shares were 
suspended and tt went into liqui- 
dation -with debts of £l40m. 

Mr Anthony Evans, a lawyer for 


the Serious Fraud Office, told the 
jury: "Robert Feld was the driving 
force behind the business. He was 
Resort Hotels. Documents were 
forged by Mr Feld or on bis 
instructions. Shareholders were 
induced to part with £20.6hx.” 
Resort Hotels was admitted to 
the Unlisted Securities Market In 
1988, later obtaining a full stock 
market listing. This allowed the 
company to expand rapidly. Three 


rights issues between 1S88 and 
1991 raised £30m. But in 1992 the 
group needed torther share capital 
prompting the rights issue at the 
centre of the case. 

For the April 1992 rights issue to 
be a success the pro f its forecast 
had to be in line with market 
expectations. City of London insti- 
tutions had been forecasting a 
profit of £6m. 

Mr Feld told Coopers & Lybrand, 


the company's auditors, that prof- 
its before tax for the year ending 
April 1992 would not be less than 
£6m, that the group’s debt was 
£3a.6m and that it had cash bal- 
ances of £4xn. These were delfoer- 
ate lies, the court heard. 

Shareholders in Resort Hotels 
lost their whole investment, their 
sole compensation a £250 voucher 
to spend at Jarvis Hotels, whic^i 
had acquired Resort's assets. 
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^ -r From 1 Februar/ 1997, enrol in 

.v ; ; • ^ . yaton and you can earn Hilton HHonors points when you stay at more than ' 

0 50 countries worldwide. HHonors points can be exchanged for stays at HHonore 

.v VJ;;! afl bver the world. It's simple. Once you're a member ypu'fi receive your personal HHonors 

' : ■ ■ ,■* ■ . - .. . . • . . 

■ - v ' accourtt Just give us that account number when you make your reservations and well 

■' '.-V ^-^airicmatica^keq) trade of your points. You can also save points with one of 19 major airlines' 

■ A v . fe at the same time as you save Hfltbn.HHOnacs points, Ycai can evai exchange 

i^airiime fligjrtts. Drop by any.HQfon, to pk3c up anHHcmors enrolment form 

■ " * ■ ■ ■ ■ ; • ■ - 

Centre at . 0345 4666T 7 ft 1 te UK* at 44-990 466677 
tihe Americas. Orvisitus onfineat http://wwwJtflton.COT. 



HHonors points can also be earned and redeemed ik corbad tntemattonal and vista hotels. Membership, earnings and redemption of prints is subject to HHonors Terms anti Conditions and excludes taxes. Airline 
tfiBeqge eamingssubiea to rate restrictions. OIW iBfcxi HHonors worldwide. 
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Together, DIGITAL and Microsoft* have won 
over 750,000 Microsoft Exchange seats in less 
than a year since the introduction of Microsoft 
Exchange Server, Impressive numbers, we 
agree, but more important, made possible by 
DIGITAL’S real-world Windows NT* solutions 
implementation experience. Plus a broad 
alliance with Microsoft that’s built on a rela- 
tionship that’s over a decade long. DIGITAL 
has been close to Windows NT since its very 
inception, and is leading the way in 64-bit com- 
puting for the next generation of Windows NT. 
We currently offer the industry’s most extens- 
ive line of Windows NT hardware, software 
and solutions, across both Intel* and Alpha 
platforms. But what matters most in a large 
Exchange rollout is making it all work. 
DIGITAL has more trained and certified 
Windows NT experts than any other Microsoft 
partner. All of which goes to show, when it 
comes to Microsoft Exchange and Windows NT, 
nobody has more experience than DIGITAL. 

Nobody. For more information, 
please contact Digital Equipment 
A N C E Corporation (Europe), Personal 
for enterprise computing Computer Business Unit Europe, 

12, Avenue des Morgines, C.P. 176, CH-1213 
Petit-Lancy 1, Geneva, Switzerland, or visit our 
Web site at http://www.alliance.digital.com 

O Digital Equipment Corporation, 1997. DIGITAL, the DIGITAL logo, and Alpha are 
trademarks of Digital Equipment Corporation. Intel Is a trademark of the Intel 
Corporation. Microsoft and Windows NT are registered trademarks of Microsoft In the 
U.S. and other countries. 
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TURKISH INFRASTRUCTURE 


Turkey’s main utilities 
companies are moving slowly 
towards die private sector, 
but political obstacles 
remain, writes John Barham 

Hunger 
for capital 
remains 
unsatisfied 


Financial t imes survey 


; 1‘ -i. — J 




Fifteen years ago Turkey 
opened a new international 
terminal at Istanbul's Ata- 
turk airport The Turkey of 
the early 1960s was a rejuve- 
nated country, emerging 
from decades of state plan- 
ning. A line new airport ter- 
minal would become a gate- 
way for the booming tourist 
trade and help establish Ist- 
anbul as a regional business 
centre. 

According to the original 
plan, work on a second ter- 
minal was to start immedi- 
ately, backed this time by 
private capital But 15 years 
on, Istanbul airport still has 
just one international termi- 
nal, overwhelmed by a huge 
increase in traffic. 

Governments have come 
and gone, as have plans for 
the new terminal. Political 
intrigue, government indeci- 
sion, a hostile judiciary and 
bureaucracy are all to 
blame. 

A similar fate has befallen 
other brave plans to harness 
local and international capi- 
tal to build up Tnrkey's 
infrastructure, and so lay 
the foundations for vigorous 
sustained growth. 

Instead, private capital 
plays a minor role while the 
state’s investment budget 
dwindles. 

Blackouts have become 
part of the Turkish way of 
life, as have water shortages, 
crumbling roads and city 
streets choked with traffic 
and pollution. 

Yet business is confident 
that Turkey's awareness of 


the state's limitations are 
ch an g in g . Mr Zeikeriya Yfidi- 
rim. vice-chairman of the 
Dogus Group, a conglomer- 
ate with many Infrastruc- 
ture-related projects, says: “I 
think that now public opin- 
ion has a real desire for sta- 
bility, for growth and for 
more employment and to 
develop our infrastructure.’’ 

No country can develop 
without an adequate infra- 
structure. Turkey's overbur- 
dened infrastructure 
depresses Its potentially 
high growth rate. 

Deficient transport, water 
and power increase the cost 
of doing business in Turkey. 
Repairing and expanding 
these networks to cope with 
a growing and rapidly 
urbanising population 
imposes unbearable strains 
on tiie near-bankrupt trea- 
sury. 

These themes, and the 
mechanisms to attract pri- 
vate capital to infrastructure 
projects, are the subject of a 
two-day conference spon- 
sored by the Financial Times 
that begins today in Istan- 
bul. 

Underfunding and disor- 
ganisation mean expensive 
delays and starve essential 
services such as education 
and health of resources. 

The State P lanning Office 
said last year that delays 
due to insufficient govern- 
ment funding caused public 
projects to come in an aver- 
age 2.4 times over budget 
Istanbul's light railway was 
completed in 10 years 



instead of the planned three 
years and came in at over 
twice thq budget 

The government has made 
a start in surrendering con- 
trol to the private sector. It 
is transferring management 
of the electricity distribution 
system to private companies 
and leasing power stations 
to private operators. It has 
leased ' control of seven - 
admittedly minor - ports to 
the private sector. 

TEA?, the, state-owned 
electricity generator,, expects 
half the $99.1bn investment 
needed to; quintuple generat- 
ing capacity by 2020 to come 
from private sources. 

But financier s worry about 
Turkey’s hunger for capital. 
An investment banker says: 
“There is no shortage of 
good projected But there is a 
limit to the capital available 
for Turkey. - ” Deteriorating 
public finances and stub- 
bornly high inflation have' 


led to sharp cuts in Turkey's 
credit rating, which farther 
reduces the funds that capi- 
tal markets are willing to 
commit to the country or 
raises costs. 

Yet bureaucratic conserva- 
tism and lack Of financial 
sophistication prevent the 
state from turning to 
cheaper capital market- 
driven alternatives, such as 
using the hard currency rev- 
enues of ports, airports and 
the international telephone 
network to back expansion 
projects. 

Although opinion polls 
show a majority of Turks 
support greater private sec- 
tor involvement in infra- 
structure. opposition 
remains ferocious. Mr Mttm- 
taz Soysal, a constitutional 
lawyer and left-wing politi- 
cian, has blocked the privati- 
sation of Tflrk Telekom (IT), 
the telephone company and 
privately financed infra- 






What first attracts you could be any one 
of many reasons. With vast resources end 
competitively priced industrial production, 
it *s no wonder our economy is in steady 
growth, making Turkey an ideal export 
market. But if you ever need a second reason 
for doing business with the newest member 
of the European Customs Union, look 
no further than l^bank. 

As the largest private commercial bank 
•n the country, with substantial foreign 
currency reserves, direct-access market 
experience and long-standing reputation for 
sound policy, l^bank offers the perfect 
partnership for International business. 


And Investment U$bank Capital Markets 
group) is uniquely placed to help foreign 
investors. Our leading position in the Istanbul 
Stock Exchange, and a comprehensive range 
of services from brokerage to custody, 
together offer you unparalleled expertise. 

Through our London branch and our 
subsidiary in Frankfurt, t$bank GmbH, 
we work round-the-clock on an on-line, 
real-time basis. And our nearly 1500 
correspondent bunks worldwide allow us 
to serve you wherever you may be. 

Get in touch with t^bnnk, Turkey’s 
major bank for foreign transactions. 

You’ll find exactly what you like best in 
good business. 


I$BANK 
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structure projects for years 
by appealing to the courts - 
and usually winning. 

Although the constitu- 
tional court cleared TTs pri- 
vatisation in January, it still 
requires the public sector to 
retain 61 per cent of the 
shares. And Mr Soysal is not 
giving up. 

He told a trade union rally 
in February: “The ports 
which are Turkey's gates, 
the factories which are the 
country's chimneys and the 
energy plants which are the 
country’s furnaces, are being 
sold. This is not privatisa- 
tion. This is downright rob- 
bery, theft and plunder.” 

Even business executives 
and financi ers agree with Mr 
Soysal that the constitution 
- drafted by a supposedly 
modernising 1980-82 mili tary 
government - imposes tight 
restrictions on private infra- 
structure investments. 

This is because many 
Turks still fear surrendering 
state control ; over , strategic 
assets to foreigners, as tbe 
Ottoman empire did in its 
dying days. 

The constitution requires 
tbe Dardgtay administrative 
court to approve and moni- 
tor concessions. 

Broadly, any private com- 
pany taking over activities 
formerly performed by the 
government is operating a 
concession. 

However, financiers will 
not back projects subject to 




control of a Turkish court 
They want disputes settled 
by interna tional arbitration. 
The “concession problem" 
has sunk tbe Bufld-Operate- 
Transfer (BOD scheme, pio- 
neered by Turkey in the 
early 1980a, and seetas likely 
to sink its successor, the 
Build-Operate (BO) scheme. 

Under BOT, the govern- 
ment awards a project, such 
as a dam, to a private com- 
pany. The company operates 
it for a long period, to 
recover construction hosts 
and earn a. profit, after 
which it transfers the dam to 
the state. . 

BOTs are simple in princi- 
ple, but in practice are fiend- 
ishly complex. The courts 
have cleared only .16 BOTs, 
of which six are major_ pro- 
jects. 

Under BO regulatioins 
ann ounced a year ago the 
government hoped to side- 
step the concession issue by 
not requiring that a prqject 
be transferred to .the state.;. 

" OnIy h non-puiblic s^yvice 
activities would tie consid- 
ered for BO contracts. Legal 
experts doubt that judges 
will be any kinder to the BO 
■System than ite predeoeasar. 

. Meanwhile, about $4bn to 
$5bn worth of “priority*^ BO 
power project investments 
are on hold pending a court 
decision. 

A multinational oil com- 
pany executive trying to pro- 
mote a Slbn power project 


says: “We need conditions 
that make the project viable. 
The constitution must be 
changed." 

Finding a • two-thirds 
majority in the 550-member 
parliament will not be easy. 
The government has a 
majority of just seven seats. 

Politicians resist change 
because the public sector is 
such an important source of 
patronage. * 

Mr Alper Kap tan oglu, 
group co-ordlnator at 
Alarko, a big construction 
group, says the. decisions 
politicians take “are related 
just to their benefits, not the 
country's”. Appointments 
are made on political affilia- 
tion, not merits he says. 

The durability of the coali- 
tion government led by Mr 
Necmettln Erbakan, Tur- 
key’s first Islamist prime 
minister, is open to question. 
Many political commenta- 
tors doubt his weak, divided 
government can take diffi- 
cult decisions. Few expect 
thegovernmorf-to complete 
the first stage of its flagdhip 
privatisation of TT by the 
sid of this year. 

Mr Ahmet- Caglar, general 
manager of Enezjisa, a 
power company owned by 
the Sabanci conglomerate, 
says a solution "requires 
very strong • leadership. 
Someone [must] come and 
say: This is tbe problem and 
this is bow we will solve if.” 

Politics and the legal wars 


over concessions and TT 
have overshadowed other 
important issues. The sub- 
ject of regulation of the tele- 
coms and electricity indus- 
tries has barely been 
broached. Upgrading the 
electricity transport system 
is not attracting the atten- 
tion it needs. 

The government’s pipeline 
monopoly Is scrambling to 
secure enough additional 
natural gas imports to meet 
a steep rise in demand for 
household and industrial 
use. 

The model for Turkey 
should perhaps be Latin 
American and eastern 
Europe where in many cases 
the entire state-owned Infra- 
structure was swiftly moved 
into the private sector, 
hacked by local and foreign 
capital markets and moni- 
tored by sound regulatory 
structures. 

Yet optimists are right to 
argue that rifTniniahlng pub- 
lic Investment or ideological 
conviction will eventually 
force the state to surrender 
its monopolies. Turkey's 
telephones, electricity indus- 
try, gas pipelines, oil refiner- 
ies. roads and water c omp a - 
nies - perhaps even Istanbul 
airport - should eventually 
become private corporations 
working in the public inter- 
est • ■ 

Change, however,;' is 
unlikely to be quiefcor 
smooth. - 


FINANCING • by Metin Munir 


Loans in limited supply 


Lenders remain 
sensitive to 
political and 
economic 
upheavals 

Turkey is one of the biggest 
and most profitable infra- 
structure markets, but funds 
are in short supply because 
of the government’s low 
credit rating. 

The country has not recov- 
ered from the loss of credi- 
bility after its 1994 economic 
crisis, when it abruptly lost 
its status as one of the best 
borrowers among emerging 
economies. Although the cli- 
mate has improved slightly, 
lenders remain sensitive to 
political and economic 
upheavals which seem to 
have become the norm. 

The international market 
for Turkish risk remains lim- 
ited. Standard and Poor’s, 
the Wall Street rating 
agency, has lowered Tur- 
key's long-term foreign cur- 
rency debt rating eight times 
since 1994, demoting it to 
single B last December. 

Loans beyond one year 
maturity are rarely avail- 
able. Spreads paid by Turk- 
ish banks change between 
about 0JB5 per cent and 1.70 
per cent - slightly higher 
than last year because of the 
heightened political uncer- 
tainty - depending on tbe 
b o rr o w e r ’ s perceived aotmd- 


Tenders have recently 
been received for six 700 MW 
power plants and six local 
electricity distribution com- 
panies which require a total 
investment of about $4£bn. 

"There is no way they can 
raise all of this money at 
once,” said a European 
banker. "Probably half of it 
could be raised this year.” 
Mr Cafer Said Okray, an 
Ankara-based consultant, 
says that the total cost of the 
projects proposed by the gov- 


. eminent is $S0bn. Mr Okray, 
who -owns UDAS Interna- 
tional Consulting ’ and 
advises, among others/ Mit- 
sui of Japan, says his clients 
are amazed that “there is no 
scheduling - it looks as if 
they want financing for all 
projects. That's not possi- 
ble”. . / 

Mr Ata K Seodlul'a manag- 
ing director of Bear Steams 
in New York, considers polit- 
ical volatility to Ife the main 
stumbling block taking Turk- 
ish borrowing. He says: 
“There is demand for Turk- 
ish risk but political uncer- 
tainty is blocktngthe money 
which could come - and, at 
thiq point uncertainty is 1 at 
its zenith.” 

This Is unfortunate, 
because the economic need 
for the projects isr very real 
and the rate of return for the 
investors is vary a ttractive. 

ING is one of the 1 most 
active banks in project 
finance, with ABN Amro 
Bank. West LB, Chase, and 
to a more limited extent. 
Citibank. 

Mr John McCarthy, gen- 
eral manager of ING Rank 
Turkey, says that in the 
energy sector, where the 
bulk of the infrastructure 
projects exist, the rate of 
return is 27 per cent to 30 
per cent, This ’Is not as good 
as the Bosphorus Bridge”, 
which is minting money, 
"but comes dose”, says Mr 
McCarthy. . 

Project finance for infra- 
structure development 
demands much longer tenors 
of between two and seven 
years and is uncommonly 
scarce. That kind of money 
is not readily available and 
is expensive,” says Mr 
McCarthy. 

No deals have yet been 
concluded in any of the doz- 
ens of energy projects which 
the government has opened 
to private investors this 
year. There is no cost-of-bor- 
rowing benchmark. But one 


leading Turkish bank, which 
is reported to have, ear- 
marked $400m to finance 
power distribution franchise 1 
purchase, is demanding 
Libor plus 6 per cent plus a l 
per cent commitment fee for 
five-year tenor, according to 
market sources. 

The projects which will 
attract the highest foreign 
investment are those which 
allow an efficient distribu- 
tion of risk between the par- 
ties involved and have a 
short realisation period. 

As a rule' of thumb, natu- 
ral gas power plants are the 
most attractive for foreign 
financiers, due to the short- 
ness of the construction , 
period (two years) and avail- 
ability of export credit 
agency (EGA) loans, which 
enable public and private 
lenders to split the risk. 

Hard fuel fired ; power., 
plants take longer to build, 
cost more and are more diffi- 
cult to finance. 

The most difficult .to 
finance are hydroelectric 
power plants. These .have 
long construction periods 
(about five years) and a cor- 
respondingly long' grace 
period, and because of low 
Import requirements would 
have correspondingly small 
ECA support. 

There is no EGA support 
at all in the acquisition of 
power distribution fran- 
chises and transfer of opera- 
tion of power stations. 

Mr Etham Tuncel, director 
of the project finance depart- 
ment of ABN Amro, says: 
“Airport and port projects 
are also of high interest to 
international financiers due 
to their foreign currency 
generation capabilities, pre- 
dictable cashflow forecasts, 
availability of ECA financing 
and foreign developers.” 

The first Build Operate 
Transfer project, which . 
could set a market prece- 
dent, was closed last Novem- 
ber. It was for a 672MW- 


hydroelectric power plant 
and dam in eastern Turkey 
at BirecJk on the Euphrates. 
Financing was about 
DM2J3bn, making it the. sin- 
gle largest finance arranged 
for a project in Turkey. V 

ft took Chase Investment 
Bank of London, which was 
financial adviser, 10 years to. 
complete the deal. Tbe finan- 
cing Is made up of DMLShn 
of senior debt, DMSOOin of 
equity and DMIOOm of 
start-up revenues, according 
to Chase. - 

The senior debt includes 
export credit agency 
tranches guaranteed by Her- 
mes- of Germany, Ducroireof 
Belgium, OKB of Austria 
mid Coface of France, and a 
commercial tranche of pure 
Turkish risk. 

The debt was syndicated 
in a package of ECA to com- 
mercial debt on a ratio of 8:1.. 

This ratio was one of the fee- 
tors which made the deals 
attractive to ' commercial 
basks, by diversifying- the 
Turkish risk. 

The tenor of , the ECA 
tranches is 15)4 years and 
eight years for the cominer- 
rial tranche: The project will ‘ 
take 514 years to build. The 
company will operate the 
dam for 15 years before' 
trans ferrin g it to the state. . ; 

"The risk is spread around 
pretty, well/* says a Euro- 
pean banker. “The ratio 
which is purely Turkish risk 
is not so big. particularly If 
you spread ft among a syndi- 
cate of 20 or more banks. 
And the rrtura cm the over- 
all asset, blending. in the 

export credit js very attrac- 
tive. The reward, is. very 
good uid the risk is amelio- 
rated by the export credit 
side;" 

Project sponsors included 
Philipp Holzmann of Ger- 
many, members., .of: the 
Alcatel group fo‘France;and 
Belgium, Strabag of Austria; 
Snlzer Hydro of Germany 
and Gama of Turkey. 
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TURKISH INFRASTRUCTURE 2 


by John Barham 


to 


muddle through 


Bankers believe 
the government 
will eventually 
solve its financing 
problems 

Power cats have become a 
well-established part ctf the 
Turkish way of fife. 

.Nobody is exempt. Offi- 
cials at Istanbul's city 
ad min istration straggled to 
find enough power to mak^ 
sttfe the. pumps at a water 
treatment plant worked 
when Mr Necmetttn 
Erbakan, the prime minister, 
ceremoniously pressed the 
starting button recently. 

Blackouts are likely to 
become more frequent, last 
tor longer and affect more, 
and more people. The state- 
owned power sector cannot 
Invest enough to meet 
demand growing at 8 per 
cent to M per cent a year. 
Although civil servants have" 
warned for years ttat.?Fur- 
key must invest afc't&bn to 
?3bn a year lh electricity 
generation and distribution, 
ministers are only taking 
action now. 

Even if cqmtxfedzon began - 
now - progress is blocked in 
the courts - it would take 
about two years before the 
first new power stations 
began producing electricit y . 
Companies are free to gener- 
ate power for their' own can- 
gumption, but are paid . low 
prices if they sell to the 
national network. .. 

Ankara has announced an 
investment programme to 
increase generating rapacity 
fivefold in the next 20 years 
at a cost of tpGbn - about 
half of . which would be 
financed by private inves- 
tors. Last year the govern- 
ment -announced new rules . 
allowing companies to build 
and operate power plants , to 
government specifications, 
replacing the Bufld-Operate- 
Transfer (BOT) system, 
stuck for a decade in a legal 
quagm ire . 

The government selected 
five sites across the country 
for six “priority" power 
plants worth- about $4tm to 
$5bn altogether, tobe built 
.under tb® newBafid-Qperate 







tions .will Middled py natu- 
ral gas and one by imported 
coal, for a .total capacity of 


5.200MW. If all goes wen, 
they will start producing 
. electricity by 2000. ' . 

The government specified 
not only the location, but 
the fad and rapacity of each 
nnit-Doapus ^international 
energy, companies — mainly 
from the US — have submit - 
ted teds, and the winner will 
-be chosen mainly by the 
ele ctrici ty price to be offered 
to TRD AR. frie state-owned 
distribution company. The 
lowest bidder wfil win. 

.Another seven BO con- 
tracts win be awarded at a 
less hectic pace. About 
|20bn- worth of hydroelectric 
contracts to be bufltuader 
BOT regulations wfil also be 
awarded. Meanwhile, the 
state will invest about 
$Gi.5bn in projects x>f its 
- own, -snchas a planned glhn 
nudear plant 

hi spite of the cornucopia 
of projects and the attrac- 
tions - of Turkey’s strong 
underlying growth rate, 
local and foreign companies 
are treading warily. 

One reason is a long his- - 
tory of government bun- 
gling. Ms ganda Bahadirii, 
assistant general co-ardhue 
tor at ATA, a big construc- 
tion group. says ‘‘the energy 
industry Is very profitable”. 
She says this is largely 
thanks to government-guar- 
anteed profits for recent 
BOT power projects to make 
.UB.f ^/ m ddep p o l icy changes 
a^ detays caused by legal 
problems. 

The entire Bufld-Operate 


scheme, is susp ende d, proba- 
bly until the summer, while 
the ^axdaiay administrative 
court bears objections from 
political opponents. Sfarili 
virtually para- 
lysed BOT projects fear at 
decile. . 

Others i-mr^p?afn that the 
government vjUl retain at 
heavy hand in a seno&y riv&i 
tised. barefr regulated -power' 
industry. Neural gas is sup- 
plied by gtwemm mt- owued 
Botes' a nd el ectricity will be 
sahi^o TEDAg. Regulations 
governing -the soon to be pri- 
vatised distribution system 
are tmdesur. 

Mr ' Ahmet Qa&ar. general 
manager of Enerjlsa. a 
power subsidiary of the 
giant Sabanci industrial can- 
glomerate, says “the govern- 
ment says 'you will buy your 
fad from me and you wf 
sell yoor eiectrictty to me’ 1 
So, once^again, lenders to 
these prtSects demand gov- 
ermnenbguaranteed supply 

jnntifffBB ffmtnifk Mr 

Ca&lar says: “This all 
beetimes very complicated 
.and? expensive. ' [Decisions] 
are ^nade cn a case-by-case 
bari^ that gives XcmnpamesJ gm 



LAW • by Asli BaggOz, Hugh Verrier and Zeynep Qakmak 

Courts halt progress 
on power projects 




Gfitova power ptamfc erarinMimantabta are strongly opposed to It 


AShbiigh the government and household demand. 
Is. tra ns fer ri ng the entire die- Botas is negotiating with 
tribufian network to private Gazprom of Russia, Turkey’s 
operators by splitting the sole natural gas supplier for 
country into 25 sectors, it more imports along a new 
has not explained how the eastern pipeline and an 
new system will be rego,- expanded western link, 
lated. Operatore in each zone There are plans for a second 
wfil want to increase reve- liquefied natural gas termi- 
nnes and cut losses and theft nal at Marmara ErigUsi. 

- which average about . 18 The government signed a 
per cent of electricity pro- $23bn import deal with Iran 
duction - but executives last year, even though there 
worry about unclear guide- is no pipeline linking the 
lines oh pricing, abuse of two countries. Neither does 
local monopoly power an! Iran have sufficient gas to 


transport; rights. 

A senior European man- 
ager says: “There is a certain 
co-ordination now, but priva- 
tisation without regulation 
will be complete anarchy.” 
For instance, the govern- 
ment is not. focusing on 
transmission. He says: T can 
Tmaprnp in a few years there 
will be overcapacity in gen- 
eration and there will still be 


supply Turkey. Financing 
this prelect wfil be difficult, 
given Washington's opposi- 
tion. 

Executiv es s coff at the 
notion that TEDA$ or TEAS, 
its sister generating com- 
pany, have the administra- 
tive capacity or political 
independence to act as 
Impartial regulators. 

In spite of the confusion. 


shortages owing to lack of bankers and executives are 


investment in transmission.” 
Companies are wondering 

if there wfil bo enoujgh oatu- 

,ralm» -,the jfuel ot riKhce 
for -the Sew generation of. 
power stations - to meet a 
sudden surge in industrial 


guardedly optimistic that 
these problems will eventu- 
ally be solved. 

.. They say. ffcwrcfer is probar 
My due to Ankara’s inexperi- 
ence in managing complex 
privatisations rather than to 
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TELECOMIIWtiCATyOliS * by Jofin Barham 

Phone wait ir 

Officials say they 

hope tO Sell . investment budget is an 

*r>™icrh «hnr#M5 tn intricate bureaucratic exer- 

enougn snares ip ^ ^ to keep 

raise at least . up With inflation ' must be 

$3.3bn this year ^ prime “** 


i- 


t 


This may be t he ye ar that 
Turkey starts privatising - its 
telecoms monopoly, Tflrk 
Telekom (TT). 

It is more than .two years 
since Mrs Tansu CSUler, then 
prime minister, first tried to 
sell the company; Statist 
stalwarts, led by- Mr Mtimtez 

Soysal, .constitutiona l law - 
yer, nationalist and leftwing 
politician, repeatedly 
blocked the deal in the 
courts! Then, in January, to 
the surprise of many and the 
joy of Turkey's financial 
markets, the constitutional 
court approved the compa- 
ny’s privatisation. 

In three previous rulings 
since 1993 constitutional 


bureaucracy as we are now.” 
Approval for the company's 
investment budget is an 
intricate bureaucratic exer- 
cise. Bate increases to keep 
up with inflation must be 
approved by the prime min- 
ister. - - 

. . The government • ' has 
a warded, a consortium of 
Investment banks, lawyms 
and accountants led by.Gold- 
man Sachs the. mandate for 
TTs high speed privatisa- 
tion. Mr Bulut , says: “The 
Bvaluatioh process will take 
five to six months and after 
that we wiU lmow how much 
to expect from the rale of 


- ment plans to saB TT. Hwy 
L‘ required the government to 
:• retain 51 per cent of XT’s 
1 shares and transfer a further 

l in par cent to the postal so> 

f vice, from which the com- 
f party was split in 1993. A for- 
ther 5 per cent bad to be set 
• aside for employees and 
k- retail investors, leavu« only 
34 per cent available for big 

r. strategic investors. 

Still, the ruling is an 
. advance. It implies a judioal 
ereen light for other infra- 
, Srotun-ielattS 
i. - tions, which have been stat 
s; led for- a tecafo J* 
i . also ensure ihat TT wifi be 
Ei better managed. 

$£ Mr Cengia Bulut, the com 
Ij pi&rSmeral manager,. 

fer: says: “It will not be as bad 

Sft is now. I am 
gvLwjll pot be tied as much to 


'Officials at .the privatisa- 
tion board say they hope to. 
sell enough shares fe raise at 
least $3^bn this year- This is 
an ambitions taigst^t hat few 
financiers expect ^the goveaii- 
ment to mem. Still, optimists 
say foil privatisation of TT 
has become unstappMfle. ft 
Is only, a matter of time' 
before oj^osition to TTs foil 
privatisation Grumbles', in the 
courts, the bureaucracy and 
parliame nt • 

Given that, for the time 
being, TT will remain in the 
public- sector, it is' bard to 
see bow great an impact par- 
tial privatisation will have 
on management and tb®. 
company’s public sector 

ethos- There are no plans for 
an independent regulator. 

Bizarrely, the ttanspart mfn\ 
jstry will take reeponsihifity 
far regulation while the trea- 
sury will represent the state 
as majority shareholder. 

IT Is consistently profit- 
able. Last year H. reported 
profits of ¥6S&2m on reve- 
nues of »k5hn and expects 
$lbn profits this year from 
$2.7hn to ftim to revenues. 
Although It invests these 


earnings to expand the ser- 
vice, dowBrnfl for. telephone 
connections far outstrips 
supply- At peak times plac- 
ing jtitomntiiymi calls, dial- 
ling .between -Istanbul 1 and 
. Ankara, or .even within Ist- 
anbul itself, ran be difficult. 

- MrBofot says TT testiffis 
about L2m -to L5m fines a 
year, but waiting lists 
remain , stubbornly long. 
Every year about 600£bfctd 
lm people apply for a new 
fine 4>ut are turned down. _ . 

Demand for lines will 
probably remain strong- for 

several years. By the eid’ of 
this year, .Turkey wflL have 
about lTni fines for a popfoa- 
txoKtpf about 62m, eqtovaient 
to 27 lines per 100 peOSStir 
This Is about balf the aver- 
age in. developed countries. 
Mr Buto^^xpects Turkey ^ 
rradi saturation by 2008. > 
But it will surely take lon- 
ger to raise revenues pear 
Unfr Indicating that there’ 
will be plenty of room for 
growth for many years. Mr 
0£uz Terinen,,, uader- 
sccretary at the transport 

ministry and . a TT hoard 
member, says income per 
fine in Turkey is- just 10 per 
cant ef revenues at Deutsche 
Telekom, - Germany^ tide* 
phOTfl operator. : ;* 
Unsatisfied ri ^ one . 

reag^ybrfiind ’the.iipSd 
growtii, foi, mobile .telecom- 

era mj^/jplumhms liave 
mobile' phones. -. y -*'.- • 

' Thepa,^ .kmjfl^efbig 

GSM 4$u«&r phtouL. net- 
wtffka whft% op^i*f midar 
BceDce frooi TT;tm^reve' 


soon 


600,000 this year- Turkcell 
opened its doors only three 
years ago. Now the company 
- 51 per cent owned by local 
private investors . and the 
rest by Telecom Finland and 
Ericsson, the mobile handset 
maker - is setting up a net- 
work in Azerbaijan and 
pushing for more deals In 
the Caucasus and central 
Asia. 

TTs fixed fine network is 
also growing quickly - the 
number of fines increased by 
50 per cent between 1992 and 
last year - the systems tend 
to be state of the art 

Turkey boasts a high digi- 
tisation rate, with three 
quarters of its exchanges 
digital. 

Even if the impact of semi- 
privatisation on TT's man- 
agement, is unclear, it may. 
bring some far-reaching 
changes in its finances. At 
the moment itS h n n u o mant. 
budget is restricted by gov- 
ernment controls. » 

According to a web-estab- 
lished ritual, government 
planners appropriate a large 
ehnnk of TT’s profits and 
the company’s bosses daw 
hact most of fim money dur- 
ing the year wftb. revised 
budgets. . sV 
■ Mr Bulut adwritft the com- 


operstor, bed 553&KM£6nte 
last year m^toq>ectof6>s«n 
up between 400,060.’ ^nd 1 


antiquated. Consultants 
from the Goldman Sadw-led 
consortium' hayje started 
bnlldfrig nc^w- controls to 
make sore TT is ready for 
the markets laterittris year. 

Its profits.' even be 
ringfonced foam- |be govern- 
ment. ['.’3 

As a mcre maik^-orianted 
company fr .jpuy^start tap- 
ping totaraaftojiial capital 
markets to.-^e finance to 
increase ix^stmiehf aod 


ill wOL Ms Bahadirli says: 
“The private sector is going 
to. solve [Turkey's energy 
problem!.'’ 

Pessimists doubt whether 
fo* government pm institute 
a workable market for 
energy, let alone set up a 
regulatory framework or 
overcome opposition from 
courts, parliament and the 
unions. They would not be 
surprised to see ministers 
scouring international finan- 
cial, centres for expensive 
bank loons to pay far power 
stations. 

Yet it is hard to see how 
the treasury, its credit stand- 
ing savaged by Wall Street 
rating agencies, ran borrow 
enough. 

Turkey’s great strength is 
ah ability to mnddle 
through, avoiding .both opti- 
mum solutions and complete 
disaster. Ankara's hwodifag 
of the energy crisis is 
unlikely to be any different 


Legal difficulties 
put private 
leasing 
programme 
on hold 

It has been 12 years since 
Turkey first allowed private 
investment in toe electricity 
sector under the famous 
Build Operate Transfer 
CBOT) model Previously the 
industry was reserved for 
the state utility. 

Although BOTs have since 
been widely Implemented 
around toe world - some- 
times even called the “Turk- 
ish model'* - it was not until 
last year that the first few 
international BOT power 
projects readied a financial 
conclusion in Turkey. 

Emboldened by Its success 
with BOT, and realising the 
urgency of its electricity 
needs, the government 
announced a series of pri- 
vate power tenders last year. 

There have been 18 ten- 
ders, including more than 
150 projects. The govern- 
ment decided that by leasing 
about 15 plant* and 

granting ri g h ts 

over more than 20 regional 
distribution- companies. It 
could privatise substantial 
assets and raise money to 
address *b p budget deficit. 

The government created a 
newer model for power gen- 
eration, the so-called Build 
Operate (BO) modd, and ten- 
dered six of the most impor- 
tant new projects on this 
basis. But when these BO 
bids were submitted In Feb- 
ruary an injunction from the 
Danfetay high administra- 
tive court put proceedings 
on hold. 

According to press reports 
the Turkish Chamber of 
Electrical Engineers filed 
numerous lawsuits intended 
to stop all private power pro- 
jects. It wanted BO projects 
to be subject to special scru- 
tiny under the Turkish con- 
stitution as “concessions”. 

The Daniptay apparently 
agreed. It granted toe engi- 
neers an injunction and is 
reviewing the merits of the 
r.iahn Eartfffi- it invalidated 
a private distribution con- 


tract on these grounds, and 
in several decisions since 
1992 it defined the mgawing 
of concession to bring pri- 
vate power almost entirely 
within its dominion. 

Unfortunately, not one pri- 
vate power project with 
international investment has 
been successfully developed 
in Turkey as a concession. It 
appears that the Danfetay 
has been seeking to revise 
the contract terms of pro- 
jects submitted to it for 
approval in such a way that 
foreign participation or fin- 
ancing may be difficult. 

In response to the Oanfe- 
lay’s derisions the govern- 
ment enacted a series of ulti- 
mately flawed legislative 
measures to define the 
nature of a concession. But 
the courts have invalidated 
them on constitutional 
grounds, reasoning that a 
concession must be defined 
by the courts. 

Other lawsuits abound. 
The treasury’s authority to 
Issue guarantees to support 
BOT projects, which pro- 
vides their financing back- 
bone, has been challenged at 
toe Constitutional Court. 
The Dacigfcay has not appar- 
ently ruled on a challenge 
against the first planned 
power station lease. Law- 
suits against successful BOT 
projects have also been 
reported and more lawsuits 
can be expected. 

At the root of the contro- 
versy is the simple political 
question: should the state be 
solely responsible for provid- 
ing power? Those who seem 
to favour a state monopoly 
have chosen the legal battle- 
field, considerably slowing 
the introduction of private 
power. 

ShniiHT legal battles have 
slowed, but not stopped, toe 
privatisation of Tflrk Tele- 
kom (TT), toe fixed-line 
monopoly operator. 

Attempts to privatise TT 
have been slowed by 
repeated legal challenges to 
the special privatisation 
enabling legislation promul- 
gated in 1994, then amended 
by further acts in 1995 and 
1996. 

lit preparation for its pri- 
vatisation, the government 


split the PTT postal, tele- 
phone and telegraph service 
into two units in 1995. It cre- 
ated the General Directorate 
of Posts for postal services 
and a new oompany, Tflrk 
Telekom, to handle telecom- 
munications services. 

Twenty per cent of the 
proceeds is earmarked for 
Investment In telecommuni- 
cations services and a fur- 
ther 20 per cent in postal ser- 
vices. 

The balance belongs to the 
Treasury and, according to 
the law, should be used pri- 
marily to pay down debt. 

The government's Privati- 
sation Administration car- 
ries out preparatory proce- 
dural work, but It is for toe 
cabinet to approve the 
method and terms of sale. 

The law retains the gov- 
ernment’s monopoly in core 
telecommunications services 
and It is not dear when, and 
how, competition Is to be 
Introduced. The company 
has signed revenue-sharing 
agreements - to be con- 
verted into long-term 
licences - with two GSM cel- 
lular phone operators. TT 
itself offers many other val- 
ue-added services such as 
paging, data transmission, 
cable TV. and private virtual 
networks. 

The privatisation law per- 
mits it to offer these and 
other services directly - 
they all form pan of its fran- 
chise - or for the Ministry of 
Transport, which oversees 
the telecommunications 
industry, to license them to 
private-sector operators. The 
licences are to be granted to 
promote competition in toe 
sector. 

Many important decisions 
remain to be taken, such as 
toe development of a regula- 
tory framework. The final 
shape of the regulatory 
framework and other deci- 
sions, such as tariff policy, 
may determine the success 
of privatisation and the 
future of Turkey's telecom- 
munications sector. 

Asli Basgdz and Hugh Ver- 
nier are partners of White A 
Case, the US lose firm. Zest 
nep Qakmak is a member ef 
the Ankara Bar. 


Every 

pair 

is not 
a couple. 


Therefore, if you're looking for a correspon- 
dent bank in Turkey, make sure you work 
with a bank that’s the perfect match for you. 

For example, a bank that was selected as the 
“Best Bank of the Year in Turkey” by 
Euromoney Magazine.- 

A bank that has been awarded the ISO 9001 
Quality Management System certificate... 

A bank whose high regard among interna- 
tional financial community g enera ted $760. 
million, in funding facilities in 1996— 


A bank that is one of toe leading names in trade 
finance, handling 4% of Turkey’s imports and 
10% of the country's exports in 1995— 

A bank that handled S12 billion in foreign 
currency transactions in the first ten months 
of 1996. 

The only multibranch Turkish bank to be 
awarded a long-term “A" rating three years 
in a row by Capital Intelligence— 

Wouldn't you like to work with a corre- 
spondent bank in Turkey like Garanti? 


Foe further infocmadoo please cooact Mr. Hfisnn Akhan, Executive Vke President. 
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I t has produced rioting in 
Germany, multi-billion dol- 
lar lawsuits in the US, and 
represents a poisoned dial- 
ice for whoever wins the next 
British general election in 
May. 

The search for underground 
sites to dispose of highly radioac- 
tive waste which is piling up at 
atomic power plants comes to a 
head in the US next week, less 
th«n a month after the collapse 
of British attempts to begin 
work on a site near Sellafield. 

US senators are expected to 
approve a proposal to force the 
CH ntan administration to build a 
temporary storage site above 
ground at Yucca Mountain in 
Nevada - before a permanent 
dump underground there is 
approved. 

The government, backed by 
Congress’s watchdog on nuclear 
waste, is opposed to building a 
temporary site until research can 
demonstrate that Yucca Moun- 
tain would be a safe permanent 
repository. 

Assuming it is passed by the 
House of Representatives, the 
industry-backed Senate plan 
could be stopped only by a presi- 
dential veto. 

The Department of Energy, 
which has collected $l2bn from a 
levy on electricity consumers to 
build a permanent repository, is 
under a legal obligation to begin 
taking nuclear waste off the 
industry’s hands from next Janu- 
ary. 

The problem is that an under- 
ground repository would not he 
ready at Yucca Mountain before 
2010 at the earliest Successive 
administrations have dragged 
their feet in meeting an unrealis- 
tic 1998 deadline that was set 
under political pressure IS years 
ago. 

Senator Frank Murkowski, 
rhatrman of the Senate's energy 
Committee, claims that failur e to 
adopt his temporary storage plan 
will cost the US taxpayer b illions 
of dollars in legal damages pay- 
able to the nuclear industry. “If 
the ariminig t ratfnn has a better 
Idea that’s fine, but for the 
moment thin is the only game in 
town,” he says. 

William Barnard, executive 
director of the Nuclear Waste 
Technical Review Board, a moni- 
toring body set up by Congress, 
notes, however, that the interim 
storage proposed by Murkowski 
would not in fact be temporary. 
Storing casks of waste on land, it 
would form an essential part of a 
permanent repository to handle 
and repackage spent fuel waste 
as it arrives for deep disposal. It 
would also require the construc- 
tion of a special road or railway 
enabling delivery of the waste in 
special casks which have yet to 


Leyia Boulton on the search for underground sites to dispose of nuclear waste 

US aims to bury the past 


be built 

In an attempt to placate its 
critics, the Department of Energy 
promises that an initial “viabil- 
ity” study on Yucca Mountain 
will be completed by the end of 
next year, suggesting that some 
kind of decision might be possi- 
ble them 

But Barnard’s review board, 
the closest thing to an honest 
broker in thin dispute, points out 
that a final decision will only 
really be possible in 2000 or 200L 
once an east-west exploratory 
tunned across the mountain has 
been completed. 

The board adds, however, that 
It sees no problem in keeping the 
waste at TO plants in 35 states 
until the turn of the century. 
Contrary to the warnings of Mur- 
kowski and industry lobbyists 
who warn of nuclear power 
plants being forced to shut pre- 
maturely, It says there is “no 
compelling technical or safety 
reason to move fuel to a central- 
ised site ... for the next few 
years”. 

But it is adamant that a 
national interim storage facility 
should be available at the turn of 
the century to stop waste being 
left behind at nuclear reactors as 

they are decommissioned. 

“There is really only a differ- 
ence of a couple of years between 
our positions," says Barnard, 
who concludes that the Senate's 
insistence on the 1998 dpadiinp is 
more a matter of symbolism. 
“The government has an obliga- 
tion. so wbat is it going to do 
about it?” 

The Department of Energy is 
looking for ways of discharging 
its obligation, upheld by a court 
r uling last year, other than pro- 
viding temporary storage in 
Nevada from next January. But a 
senior official says that “the 
issue of what [legal] remedy it 
has to provide and what 



Exploration at Yuoca Mountain: after apondhm $4bn In ve stiga ting the ths US Qovs n usnt Is wary of gakag farther 


liability it might face is all pre- 
mature”. 

Kathleen McGinty, environ- 
ment adviser to president Bill 
Clinton, is less diplomatic in 
rejecting the demands of the 
industry and Congress for 
Interim storage at Yucca Moun- 
tain until a permanent repository 
is approved there. 

“If Congress wanted to be 
really helpful, it could give us the 
tools to fackfa this problem,” she 
says. “It would not say *we'U 
move this stuff come hell or high 
water*. The imperative has to be 
to answer critical public health 
and safety questions. The fact 
that this is a challeng in g process 
does not mean we should throw 
our hands up an d do something 
precipitous.” 

But the administration's pro- 
testations have not stopped the 


industry, which last year success- 
fully sued the go v e rnment to con- 
firm that it must take the waste 
after 1998, from launching a sec- 
ond lawsuit with dozens of state 
agencies. . 

Apart from maintaining pres- 

There is going to be 
a lot of long-term 
uncertainty no 
matter where you 
build if 

sure on the government to solve 
♦he problem, this aims to divert 
any further funds levied from 
electricity consumers into an 
escrow account until the Depart- 
ment of Energy starts wor k on a 
repository. 


Christian Poindexter, chief 
executive officer of Baltimore 
Ge s and Electric, nna off the com- 
panies involved in both rounds of 
legal action, is worried that the 
money accumulated - at a rate of 
one tenth, of a penny per kilowatt 
hour of electricity co nsum ed - is 
being used to help plug the US 
budget deficit. . . 

Prospects for a solution, how- 
ever, look rosier than in the UK, 
which as of March 17 does not 
even have a credible site to argue 
over. But the fiasco suffered by 
Nlrex UK, the state- 
controlled company set up to 
build a repository, «i«n highlight# 
the delicate balancing act 
required to secure a site. 

The UK plan was compromised 
by more than a simple display of 
Nhnbyism (Not in My BackYard) 
sentiments by Cumbria County 


CcnuKdl, the local authority that 
. withheld -permission for an 
underground laboratory 'to 
explore . the possibility of a reposi- 
tory. 

. Citing proof highlighted by 
p CT fr qpMentalls ts that the site's 
hydrogeology was unsalable, the 
‘ council also expressed fears that 
[ once built, the laboratory would 
’ constitute a Trojan horse far a 
dump. 

More dainaglngiy, an internal 

- memorandum earlier this 

year revealed doubts within 
Nirex about Its ability to build a 
sufficiently robust preliminary 

,. safety case tor a dump to justify 
investment in a laboratory. 

Concerns raised by the memo, 
including the . perception that 
Nirex had been economical with 
the truth in trying to push 
through a ' laboratory, was 
onmig h for. the government to 
take, the politically popular step 
of witting with the council 
Barnard appreciates some of 
the uncertainties sur- 

m rmrHng Nlrex's quest to find a 
solution. “Rocks ware not made 
to be licensed,” he says. “There is 
going to be a lot of long-term 
uncertainty about any repository 
no matter where you build it” 
Bat he also recognises the dan- 
ger, identified by. Cumbria, of 
what he calls “institutional 
i momentum” - putting so touch 
money and effort into research- 
ing a site that it becomes increas- 
ing difficult to walk away from 
it even if it proves unsuitable. 

Having spent $4bn exploring 
Yucca Mountain, the US govern- 
ment is unlikely to fall further 
into that particular trap by pro- 
pratin g with a temporary storage 
sttp fipmandwi by Congress. 

Murkowski seems determined 
to generate precisely such fasti-, 
tutional momentum when he 
. mixes faik of a temporary site at 

- Yucca Mmintain with arguments 


Locals dig in their heels over disposal 


D isposal of waste is the 
nuclear industry’s 
second-biggest challenge 
after the collapse fa demand for 
new plants. 

The cons ensus among 
scientists is that the safest way 
to dispose of spent fuel rods and 
other detritus that will remain 
dangerously radioactive for 
thousands of years is “deep 


geological disposal” - burying 
it fa a hole fa file ground. 

But politicians face an 
apparently endl ess headache in 
trying to put that theory into 
practice as local communities, 
backed by environmentalist 
pressure groups, object to having 
the waste nearby. 

“When scientists say this is 
the right way to do it, they 


always assume you will be able 
to find a suitable site . . . which 
may prove more difficult,” 
admits William Barnard, 
executive director of the Nuclear 
Waste Technical Review Board, a 
gr o up of scientists set up by the 
US Congress to monitor the 
government's progress in setting 
up a repository. 

The US Department of Energy 


points to its plan to open by the 
end of next year a repository in 
New Mexico for 
pln tnnlrn n-oimtaTq jTia tod waste 
from nuclear weapons 
production as evidence that deep 
disposal is both politically and 
technically feasible. 

But some observers question 
how realistic that deadline is fa 
the light of disagreements with 


the Environmental Protection 
Agency on regulating the rite. 

■ They also expect new legal 
moves by New Mexico’s 
attorney-general to try to block 
the opening of the Waste 
Isolation Pilot Plant, set up to 
bury the wastes fa salt 
formations at Carlsbad. 

LB 


in favour- of buOding a 
heat repository there. - - - 

While he feels .“sorry for tie . 
Nevadans” Murkowski argues:' 
that -Yucca would make jan Weafc 
dump site because it has already 
suffered radioactive contai ning - - 
tton from its location on the edge . 
of the US nuclear weapons test 
ate." 

For tite nuclear industry, the . 
success or failure of attempts to 
solve the waste problem is. likely 
to play a part in determining how :■ 

far into the. next century it con- 
tinues to operate in the US. 

Baltimore Gas and Electric is 
not alone in running out of star- L 
age space: for nuclear waste - it 
has roam at its one nuclear plant- - 
until 2006. But Poindexter says i£ 
will need the guarantee of a per-' - 
manent disposal site before it. 
applies to renew the plant’s oper- 
ating licence for another 20- 
yeare. 

Most industry experts agree,: 
that there is even less likelihood^ 
of new reactors appearing in the - 
US in the absence of a repository;." 

H ow long a. reactor cam 
run . to recover its costs,, 
and how waste storage 
and disposal costs might have to" * 
increase are in turn bound up. 
with a debate gathering pace fa . 
the US over how to deregulate, . 
the electricity Industry.' 

Utilities, which depend on 
nuclear power for 22 per emit of 
electricity supplies, are arguing 
with thefaderal and local govern- 
ments over how far they should 
be allowed to fi& prices in a com- 
petitive environment in order to 
recover so-called “stranded 
costs”. These refer mainly to 
investments in the nuclear indus- 
try that might not have been 
made . in a deregulated 
market. 

Although most experts expect 
the prohibitive economics of 
building new plants to ensure the 
US nuclear industry’s gradual 
demise, some environmentalists 
are intent on exploiting the diffi- 
culties with waste to seal the 
industry's fate by opposing an 
underground repository. 

“Nobody in their right mind 
would think of adding to the 
problem if.. there is nowhere to 
put the waste,” says Mary Olson . 
of the Nuclear Information and 
Resource Service, one of the US’s 
anti-nuclear environmentalist 
groups. 

Whatever the future holds for 
the nuclear industry, which is 
enjoying some growth in Asia 
and still hopes for a renaissance 
in the west, a powerful ethical 
argument can be made in favour 
of this generation tackling the 
nuclear waste problem before 
it gets handed down to yet 

another 
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I f the advertisements 
Jf French television 
magazines are 

to go by (and 
™ere are mope than 10 
uninspiring varieties on 
to draw), the coun- 
s typical TV viewer is 
obsessed with slimming, nsv- 
■chic mediums, breast-en- 
hancement and ugly fectcrv- 
made Belgian ftzrnJture. 

And judging by the recent 
output of the six national 
stations (not to ^«*u ti o n doz- 
ens of cable and satellite 
equivalents), all but that last 
category are already amply 
catered lor with either their 
own programmes or frequent 
references to thAw; jn the 
multiple variety shows 
Which clog the charmpte 
This being Prance, of 
course, both Arte’s PkOoso- 
pMes and Prance 3Ts Oram 
de phOa are available for the 
discriminating viewer each 
week. The latter featured an 
incomprehensible disraiagin^ 
on the great Gallic thinker 
Michel Foucault, with contri- 
butions from among others a 
certain Sylviane Agacinski, 
whose recent media fame no 
doubt has nothing to do with 
the fact that she is sec- 
ond wife of the leader of the 


French Television / Andrew Jack 


Highbrow to barking mad 


Socialist party, Lionel Jos- 
pin. 

But France. 3*s early Satur- 
day evening variety show is 
probably more representa- 
tive and certainly more 
widely watched It has the 
rather cheeky title Y*a pin 
oOJeurs (there is worse else- 
where), although that is 
probably a safe bet, given 
the number of new and 
dreadful concoctions coming 
on screen nearly every weak. 

In view of previous efforts, 
1 must confess to not even 
ta k ing the risk of inflicting 
on myself the latest offering 
from Nagtd on TPJ, 

You are not dreaming - you 
probably wish you were. For 
there are more than enough 
existing distasteful competi- 
tors to provide anyone with 
their weekly fllL 

After an, would even the 
surprise and pleasure of 
being reunited with long-lost 
relations or friends on Perdu 
de mie be worth it when ft 


involves having to do so in 
front of a huge television 
screen, and then ralfaprinff 
into tears fin- the pleasure of 
a voyeuristic audience? 

And could TFl’a Sans 
auatm doute really master 
sufficient to fill 

a two-hour show dedicated 
to the subject of jealousy? 
Apparently so, with one 
woman happy to relate in 
detail how her Cat husband - 
who believed she no longer 
loved him - bad threatened 
her with a rifle before shoot- 
ing himself thro ug h the 


Her testimony was sup- 
posed to be tastefully leav- 
ened by inviting "comedi- 
enne” E3sa Zylberetein along 
too, to provide commentary. 
Since the stories .related 
were hardly laughing mat- 
ters, all the star could mus- 
ter were the rather unpro- 
found phrases "how 
horrible'' and "how could 
anyone be like that?" Indeed. 


More expert commentary 
came from the programme's 
resident "astro-psycholo- 
gist", who was able to reveal 
to us the profoundly original 
thought (tor which her cli- 
ents apparently pay top- 
franc) that those who behewe 
their partners are jealous 
should start by-.omsidertog 
whether they tfapmselvea 
need to change their atti- 
tudes. ‘ . 


F ar mere, seriously, 
MKs Capital last 
Sunday - featured 
tb£ equally bizarre 
concept of a dog 
psych o-anaiyst, ‘available for 
a modest FFriTOO an hour to 
tell stressed jeanine owners 
to lock fhrfr ' awhrmte up In 
isolation more frequently, so 
that they leam the impor- 
tance of independence. 

He was interviewed as 
part of a fascinating docu- 
mentary which showed that 
the French are even more 


eccentric and obsessed with 
pets th a n the English, with 
39 per cent of the population 
claiming ownership of 
16 m cats and dogs. sim»»a 
there was no explanation of 
why the hairy creatures axe 

-so numerous. 

Still, we learnt that ken- 
nels in the shape of Louis 
XEV four-poster beds are on 
sale alongside electric tooth- 
brushes specially designed 
for the mouths of our furry 
friends, and that animal food 
(typically with just 4 per 
cent meat or fish content) 
often sells in supermarkets 
at a higher price than the 
human equivalent because 
of the marketing costs. 

We were evan treated to a 
shocking revelation about 
those authoritative tweed- 
jacketed dog breeders who 
(in France too) dominate TV 
a dverti s i n g far the ««tw of 
fat masquerading as meat It 
seems they are often given 
vast quantities of free sam- 


ples from the company being 
endorsed. Some even admit- 
ted to feeding rival brands to 
their animate from tim e to 
time. 

Meanwhile, the suitably- 
named Emmanuel ■ Chain, 
the compere who attempts to 
knit the show's mini docu- 
mentaries together with stu- 
dio discussions, bad calmed 
down after his salivating 
performance while inter- 
viewing President Chirac in 
a TV debate last month. His 
lengthy barked questions 
bad barely left the heed of 
state with a chance to get a 
word in. 

But jnst in case Capital's 
more house-trained studio 
discussion was not enough 
to keep ns distracted, the 
camera operator frequently 
filmed the presenter from a 
dog-like position at his heels, 
or bounced away as if chas- 
ing after an imaginary bone 
to get a long-shot so distant 
that the Interviewees were 


all but an unrecognisable 
blur. 

Someone who turned cm 
the programme halfway 
through to be greeted by the 
sight of copulating dogs 
might have that BIS 

had got confused when it 
turned the clocks forward 
earlier in the day. Its soft 
pom broadcasts do not nor- 
mally start until around 
midnight. 

It was a sight that might 
even have provided a first 
test for the new gimmick 
dreamed up by the CSA. the 
country's audio-visual regu- 
lator. it has had the idea of 
punishing broadcasters who 
have transgressed its rules 
by temporarily forcing 
them to transmit a black 
screen in place of their pro- 
grammes. 

But the most controversial 
recent emission in the last 
few days was beyond even 
the CSA’s grasp, since it was 
not even broadcast, hut sent 


on a video to doctors. Tbe 
scandal was that it used a 
journalist. In a format very 
similar to a French TV news 
broadcast, to flog a new med- 
icine. 

That was judged particu- 
larly serious in a country 
which obviously takes its cit- 
izens for such fools that it 
considers it necessary to 
broadcast an image and the 
word Publicity (advertising) 
for several seconds ahead of 
each commercial break. 

The single advantage the 
system offers is advance 
warning that what follows 
may be up to 20 solid 
minutes of often h»n«i ads 
and tedious plugs for forth- 
coming programmes before 
the next scheduled Item 
starts. 

And things are set to get 
worse. A devious French ad 
agency has just unveiled a 
new "anti ■sapping” strategy. 
buying simultaneous air 
time tor a single client on all 
the principal channels, so 
that even If you flick sta- 
tions, you cannot escape the 


At least by rapidly flicking 
the page you can fast-for- 
ward past an advert in the 
TV listings magazines. 


Strength 
without 
romance 
in Salome 


T he Royal Opera knows 
when it is on to a good 
thing. The performances 
of Salome that it gave 
two years ago were so widely 
praised for their high standards 
of music and drama, and so 
intricately put together, that the 
company has brought the opera 
back with virtually the same cast 
for this year’s revival. 

It is surprising that the main 
players have been kept in place 
tor so long. Luc Bandy's 
production started life at the 
Salzburg Festival in 1992 and has 
already travelled widely: 

Brussels, Florence and Chicago 
have seen it, performances at the 
Th££tre du Chatelet in Farts are 
to came, and a BBC2 television 

tr^nBmlaidnw rtf flrte Tendon 

revival is dun But without 
Catherine Maifitano in the - 
title-role and Christoph van 
Doho&uyi as conductor, it is 
difficult to imagine the 
production retaining itsieen, , .. . 
focus. 

The strength of tha Sdtome is 
that everybody has worked. ‘ 

towards a single goal. Between 
them, Bandy, DahnAnyl and 
Maifitano have stripped the opera 
of its latwrcauantic beauty. I 
doubt that either Wilde, with his 
bejewelled prose, or Strauss, wzth 
his glitteringiy luxuriant • 
orchestration, had in mind such 
a grim realistic drama, hot its 
power is undeniable. 

There was one moment - 
Salome was lingeringly ' 
unwrapping John the Baptist's 
bead from its blood-soaked sheet 


sickening for the first time ever 
in my experience. Maifitano ’s 
Salome looks so much the 
petulant teenager that 
everything she does seems tor 
reaL She was also in good voice, 
though her soprano has little fat 
in the tone to spare, so the 
ringing fe always hard and 
forcefully pOToected. 

The main newcomer to the 
production was Robert Hale’s 
strong- voiced Jokanaan. Kenneth 
Rlegel repeated Ins unhinged 



Back to Fo’s roots 


Petulant and In good voice is Catherine Maffitano in the title rate 


Herod and AnjaSUja her f 
domineering Herodias, a blonde 
society hostess well past her Z 
sell-by date, absolutely fabulous 
in every sense of the term. Ruby 
Phllogene was the new, 
sultry-voiced Page and Robert 
GambLD a slightly strained 


Brooder's First Jew, Andrew 


Greenan’s First Nazarene and 
fjrammft Rr pqtfly*ti t and 
Dfrdett as the soldiers come 
across strongly. 

My only serious complaint 
about the performance is that the 
orchestra is too loud: hardly a 
word in the first half-hour could 
be hgarfL like the production, 
•lfcfanSnyi’s coolheaded 

‘ a* • 


I n Britain we simply do not 
have an equivalent of Carlo 
Fo, the charismatic writer 
and actor, whose combina- 
tion of comic observation, skilled 
performance and radical politics 
have made him a household 
name in his native Italy. So it 
seems appropriate that in staging 

an tgn gHch w rrinn <q£ his MiS tCTO 

Buffo , the solo show that has 
become his trademark, Oxford 
Stage Company uses a cast of six 
to represent his expansive and 
brilliant talent. 

In a sense tins staging of The 
Comic Mysteries (a coproduction 
with Greenwich Theatre) 
reclaims the roots of Fo's plays 
since it places it In the hands of a 
group of players who slip in and 
oat of roles, play instruments 
. and stag, as their medieval coun- 
terparts must have done. A fil- 
leted version of Fo’s text, trans- 
lated by Ed Emery, the play is 
mischievous and driven by lacer- 
ating wit. The production is 
strong and the performances 
engaging and dignified. But what 
you don't get and what you miss 
is the touch of comic genius that 
has left audiences to Fo’s perfor- 
mance weeping with laughter. 

The show is an immensely skil- 
ful reworking of the Mysteries 
that draws on popular arid comic 
tradition to create a vehicle tor 
powerful contemporary satire. Fo 


builds on the rote of the jongleur, 
or strolling performer, to both 
entertain and Inflame. Several 
well-known episodes from the 
Bible are presented from an 
oblique angle. The effect Is to fire 
a broadside at the pomp and cir- 
cumstance that have grown up 
around the Church, while at the 
same time placing centre-stage 
the kind of people that Jesus 
sought to help. While never con- 
scripting Jesus to his own politi- 
cal views, he cleverly reminds us 
of the subversive and compas- 
sionate nature of His teaching. 

T hus the most acidly satiri- 
cal scene in the show in 
which Pope Boniface vm 
struggles to clothe himself In a 
little humility when be encoun- 
ters Christ, is followed a little 
later by a harrowing and sober 
version of the crucafixtan. Here 
we watch as two crurifiers com- 
pete over who can get the nails 
into Christ's hands with the 
smallest number of blows in a 
scene that brings home with 
shocking simplicity the brutality 
of death on the cross. Elsewhere, 
the slaughter of the Innocents fa 
presented from the perspective of 
a woman driven so mad with 
grief at the loss of her baby that 
she wanders , around cradling a 
lamb. She could be a victim of 
atrocity from anywhere, or any 


time; the point made Is that the 
sort of violence against which. 
Jesus preached 1 b still with us. 

Where Fo would perform all 
this on his own, slipping from 
character to character and 
employing a made-up language, 
here the play Is opened out and 
scattered around the six actors. 
Soldered together with the vigor- 
ous medieval songs that Mia 
Soteriou has collected, it makes a 
rousing piece of theatre. John 
Retallack's production uses 
Brechtlan subtitles, stark light- 
ing and striking blocking to 
increase the impact, and the cast 
work fluently and persuasively. 
David Brett is strong as the 
whey-faced little Jongleur, Wil- 
liam Lawrence is funny as the 
posturing Pope, mining wittily 
with his hands to suggest a vari- 
ety of absurd headgear, and April 
Clark plays Mary at the cross 
with a dry-eyed grief that is more 
powerful than any weeping or 
wailing. The production is strong 
on many counts but what it lacks 
is the ability to make you weep 
with laughter which has always 
been the most powerful weapon 
in Fo's armoury. 

Greenwich Theatre to April 19 
(TeL* 0181 858 7755), then an tour 
to Salisbury, Crewe, Hudders- 
field, Cheltenham, Bury St 
Edmunds and Oxford. 


Theatre / Ian Shuttleworth 

Honestly lacking purpose 


O ne of the fallacies 
which dogs much of 
fringe theatre is that 
the phrase "trained in 
Paris with Jacques Lecoq” still 
functions as a guarantee of qual- 
ity. In recent years, Lecoq alumni 
have grown so ubiquitous that it 
Is almost more surprising to find 
a show which does not include a 
graduate. 

Their ranks include all four 
performers and the director of 
HoipoDoi's latest production Hon- 
estly. at the Young Vic Theatre, 
which, makes for 70 agreeable if 
hardly gyrtTy ghaWArfo g Tnim yfrAg 
It suffers from the problem com- 
mon to many devised shows - 
having determined a subject and 
even settled upon a plot of sorts. 


AEastaJrMuir 


conducting shines a merciless 
spotlight on. Strauss’s score, 
revealing countless details with 
rigorous accuracy. I doubt the 
Royal Opera orchestra has ever 
played better and that alone is 
sufficient reason to see this 

high-quality evening. 

Bichard Fairman 


it remains devoid of purpose. 

Honestly is set in a bewildering 
apartment block which not only 
exhibits the usual symptoms of 
depersonalisation and lack of 
community, but seems threaten- 
ingly labyrinthine in itself. As 
new tenant Paul (ShOn Dale 
Jones) searches for Ms flat he 
encounters a couple playing sex 
games, a moral-crusading natter 
and a lonely nerd, as well as a 
go-getting salesman, the menac- 
ing landlord and the grotesque 
concierge. 

Although billed as "a maniacal 
comedy” and peppered with 
comic business the general mood 
of the piece moves from a banal 
but worrying voyeurism reminis- 
cent of Roman Polanski's Repul- 


sion Into unmistakable Kafka ter- 
ritory; there are even overtones 
of HP. Lovecraft, as the very lay- 
out of the building seems to alter 
so as to prevent Paul from ever 
finding Apartment 178. 

On a set consisting of a couple 
of rolls of carpet and three col- 
umns which function as doors, 
walla or stairwells according to 
need, Dale Jones wanders around 
in Increasing frenzy while Ste- 
fanle MtUIer, Gaetan Schmid and 
Jason Turner play their ever 
more cracked multiple roles 
around btm_ The emotional and 
intellectual observations on such 
a lifestyle which underlie the 
work are little more than tru- 
isms, and the resultant show is 
adequate if thin. 



■ AMSTERDAM 

CONCERT - 

Concertoebouw Tel: 
31-20-6718345 

• Nederiancte Kamerioxr. witn 

conductor Daniel Reusa and 
pianists Wyneke Jordans and Leo 
van Doeariaar perform works by 
Brahms; Apr 4 

■ BERLIN 

DANCE _ 

Deutsche Oper Berfln Tel. 
49-30-3438401 _ 


Spender: the soprano and ptahi3fc' 
perform works by Schubert; 

Apr 6 

■ COPENHAGEN 

CONCERT. . 

Dot Kongefloe Tester - The 
Royal Theatre Tefc 45-33 69 69 
69 

• Royal Danish Chamber - ^ 
Orchestra: with conductor Josef 
Suk and vioBnist Lars Bjomkjfr ■£.. 
perform Works by Suk, Mozart Tj£ 
and Dvor&te Apr 6 


first British exhibition to focus on 
foe last 20 years of the career of 
Georges Braque, one of the 
founders of Cubfem. On efiaptey 
see. some 50 paintings covering all 
of the great cycles of warkfrom 
JWs-later years, ipduCBng the 
interiors”, “BDBartJ Tables”, 
“Studios" and “Bids"; to 

AprO . 


• Ballett der ueutsawn 

Berlin; perform CHeg Vinogradov's 
(after Petipa) "Paquita’ to music 
^irSntonnetoMacMiiian'e 
-Concerto* to music by__ u , 
Shostakovich and John Cranko 3 
"Onegin" to music by Tchalkovaty 
and St olze; Apr 5 • • 

■ COLOGNE 

CONCERT 

Kfltoer Phaharmonte Tefc 
40-721-2040820 

• Ursula Better and Charles 


■ LONDON 

AUCTION - 

Bonhams Tel: 44-171-3933900 - 

• Modem British Pictures: sate * 
Including a.number of works by 
Sir Alfred Mannings, Inducing 
"Stable Boy on a Horse at 
Newmarket” and "The Artist’s 
Wife on a Grey". There are also 
works by Phillip Wilson Steer, 
Laurence Stephen Lowry and 
William Hoggart; Apr 3 

CONCERT 

Royal Festival Ha# Tel: 

44-1 71 -9604242 ■ 

• BBC Ph8harmonlc Orchestra: jr 
with conductor Van Pascal . j 
Tortefier and the London -j*' 
Symphony Chorus perform works 

by Stravinsky; Apr 6 

• Olga Dudnifc the pianist . 
performs works by Beethoven, *5. 
Haydn, Liszt, Scriabin and , 
Rachmaninov; Apr 6 

EXHIBITION - 

Roys* Academy of Arte Tat 

44-171-4397438 

• Braqua: The Late Works: the : 


.■MADRID 

MUSIC PERFORMANCE 
Fundackta Juan March Tel: 
$4-1-4354240 • - 

r 4|- Miguel Angel Gplmenero: 
performance by the trumpet 
player accompanied by pianist 
de Fatima Homandez- The 
programme in&udes works by 
Cherubim, Chopin, Beethoven, 
Mozart and Sabrt-SaSns; 
ApM.,.-- •••■•, ■■ 

■ MILAN 

THEATRE 

. Teefcro Urfoo tefc 39-2-723 331 
• La VUIeggfeiura: by Goldoni. 
Directed by Massimo Casta, 
i performed by the Testa* Stabile 
iJdpUmbtia and-Teatro Metastasio 
-drcPrato. The. cast includes Sonia 
-^Beigamasco, MButin Dapcevic, 

Raiefia and others; from Apr 


Staatsoper. Soloists Include 
Marilyn Schmiege, Caroline Maria 
Petrig and Jennifer Trost; Apr 4 

■ NEW YORK 

CONCERT 
Carnegie Hall Tel: 
1-212-247-7800 

• Murrey Perahia: toe pianist 
performs works by Chopin and 
Handel,- Apr 5 

EXHIBITION 

The Metropolitan Museum of 

Art Tefc 1-212-879-5500 

• Some Women: an exhibition of 
portrait busts of eight women, In 
bronze and marble, by artists 
Including Rodin, Lehm brock, , 
Brancusi end Giacometti; to Apr 6 

■ PARES 

CONCERT 

ThMtre dee Champs-Elys6es 
Tefc/33-1 49 52 50 50 

• Frank Peter Zimmermann and 
Lotjfe. Lorte: the vtoTmtet and 
pfogst perform works by Brahms, 
Webenvand Schumann; Apr 6 


Cfoflft&Theater -Altos 
RaafdeiuftMbr-Tef: 

49r89»296836f ~ 

»•' ParaSfab by W!agner. 
.Conducted ijy.Petar Schneider 
arvlperforrnecWjy the Bayerische 


UOpira de Paris Bastille Tel: 
38-? 44 73 13 99 

by Bizet Conducted 
ty 0ay Bartini, performed by the 
Opcbestre et Choeurs de I'Opdra 
•/ National de Paris, 
i -Scietsts include Franck Ferrari, 
^Lef^iy Vlfianueva, Sergei Larin, 
QuBIcq and Franck 

li'ROME 


Palazzo dele Esposizforti Tel: 
39-6-474221 & 

• Gran Tour for many centuries 
Italy has enjoyed a reputation as 
home of some of the finest art 
and architecture. In the 18th 
century especially It became the 
destination for artists 

and writers, royalty and 
nobility, all of whom 
travailed there to absorb the 
atmosphere of antique ruins and 
seek Inspiration from Renaissance 
paintings. This exhibition 
examines their journey and shows 
paintings, sculpture, drawings and 
prints from a range of 
International collections. The 
survey Includes works by Batoni, 
Canaletto, Piranesi, Reynolds arid 
Zbffany; to Apr 7 

■ ROTTERDAM 

CONCERT 

De Doeten Tefc 31-10-2171700 

• ftottandams PKBwmonlsch 
Oricesfc with conductor Kees 
Bakels perform works by Puccini 
and LeoncavaHo; than Apr 5 to 
May 6 

■ STOCKHOLM 

CONCERT 

Stockhofms Konserthuset Tefc 
46-8-7860200 

• Vladimir Ashkenazy, the pianist 
performs worf® by Mozart and 
Chopin; Apr 6 

■ STRASBOURG 

MUSIC PERFORMANCE 
Palate de la Musique et des 

CongrfcsTefc 33-388 37 67 67 

• Wiener Symphonlker. wtth 


conductor Georges Pratre perform 
works by Brahms; 

Apr 4 

■ THESSALONIKI 

EXHIBITION 

Thessaloniki Cultural Capital *97 
Tel: 30-31-867860-6 

• Albln Brunovskh exhibition of 
work by the Brataslavian-bom 
engraver, consisting of pieces 
from afl stages of his career. The 
exhibition, the artist’s first 
retrospective In Greece, takes 
place at the National Bank of 
Greece Cultural Centre; from Apr 
4 to Apr 26 

■ WASHINGTON 

EXHIBITION 

National Gallery of Art Tefc 
1-202-7374215 

• Splendors of Imperial China: 
Treasures from the National 
Palace Museum, Taipei: display 
featuring some 100 paintings and 
calTigraphlc works, as well as 
more than 200 jades, bronzes, 
ceramics and other decorative 
arts. There are many Pang, 

Sung and YQan masterpieces 
and examples of imperial 
ceramte ware from the Sung 
through to the Ch'fng periods; to 

Apr6 

Listing selected and edited by 
ArtBaseThe International Arts 
Database, Amsterdam, The 
Nether la nds. 

Copyright 1997. AH rights 
reserved. 

Tefc 31 20 664 6441. E-mail: 
ertbose O p Litet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.ro of European 
business and the 
financial markets 

17.30 

Financial Tones Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Rnancial Tims Business 
Tonight 
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COMMENT & ANALYSIS 



Ian Davidson 


A budding agenda 

Three contentious issues are emerging for the summer 
summit in Amsterdam on the future of the EU 


The UK government has 
long downplayed the signifi- 
cance of the Intergovern- 
mental conference (IGC) for 
reforming the European 
Union. It opposes all the 
reforms proposed by Ger- 
many and others for 
strengthening political inte- 
gration. And it would like to 
put it about that the entire 
exercise «an be written off 
as a non-event 

Superficially, events have 
seemed to confirm Jhis judg- 
ment. The conference 
started in March 1996 and is 
not due to wind up until the 
Amsterdam s ummi t in June 
- yet nothing much appears 
to have happened. 

The negotiations scarcely 
ever get into the headlines. 
When they do, it seems to 
exhibit mainly those defects 
that give the EU such a bad 
name: incomprehensible 
complexity and intermina- 
ble delay. The casual 
observer might, think the 
intergovernmental confer- 
ence is turning out to be 
like the negotiations for the 
Maastricht treaty, only 
more boring. 

But the draft treaty, 
tabled last week by the 
Dutch government, which 
holds the EU presidency, 
suggests such a casual 
observer would be mis- 
taken. The negotiations 
appear to be shaping up in 
quite a significant way. 
with the prospect of a sub- 
stantial agenda, for the 
Amsterdam summit around 
three Tnafa issues. 

First, the Dutch draft puts 
forward proposals for 
strengthening the develop- 
ment of a common foreign 
and security policy. In par- 
allel, France and Germany 
have tabled a plan for mov- 
ing by stages towards a 
European defence policy, by 
gradually merging the West- 
ern European Union defence 
grouping into the EU. 

Second, there are propos- 
als for moving towards 
more effective co-operation 
on justice and home affairs, 
especially by developing 
common European policies 


on free movement of people, 
immigration and asylum. 

Third, and politically the 
most significant, Dutch 
draft contains a «rhp.me for 
what is called "flexibility”, 
which would allow a van- 
guard of more enthusiastic 
member states to integrate 
more closely and mare rap- 
idly than the others. This 
would be an important 
departure, since the Union 
has been based an the idea 
that all member states must 
adopt all policies together. If 
adopted, it would in theory 
open the door to a multi-tier 
Union. 

But it was the somewhat 
unexpected Franco-German 
plan, for a progressive 
merger of the Western Euro- 
pean Union and the EU. 
which last week attracted 
most attention. Just what 
such a merger would really 
achieve is a bit vague, but 
there is certainly powerful 
political symbolism in the 
idea. 

At present, the only Euro- 
pean defence co-ordination 
is through the Western 
European Union, which has 
effectively delegated policy 
to Nato. Thus no European 
country can be a full mem- 
ber of the WEU unless 
it is also a member of Nato. 


A complete merger of the 
WEU and the EU would be 
the first' step towards a 
European defence policy 
independent of Nato and the 
Americans. 

In practice, I doubt 
whether Amsterdam will 
see any rapid progress 
towards common foreign or 
defence policies. A common 
foreign policy cannot be 
imposed thro u g h majority 
voting. And any commit- 
ment to a merger of the 
WEU with the EU will no 
doubt be blocked by the 
four neutral wwwiw states 
(Austria, Finland, Ireland 
and Sweden), never mind 
the British. 

By contrast, there seems 
much more political 
momentum behind the pro- 
posals fiUT fntpg rat j rm 

on justice and home affairs. 
At present these issues are 
hand! pH on an I nte rgove rn - 
mental haflin - th a t is to 
say, individual member 
states wi" veto any rftawgp 
This means co-operation 
moves at a snail’s pace. 

Spectacularly, the Dutch 
are proposing that co-opera- 
tion on questions of asyl um, 
immig ra tion flr| d freedom of 
travel between member 
states should become part of 
the core EU agenda - with a 



co mmit men t to adopt com- 
mon or harmonise d policies 
within a fixed limit. 
Such policies would thus 
also be subject to the arbi- 
tration of the European 
Ctourt of Justice 

These proposals have the 

mairfng g of a serious show- 
down between the UK and 
the rest. A large majority of 
member states is in fovour 
of closer European integra- 
tion in' immig r a ti on , asylum 
and freedom of movement; 
but this is absolutely 
opposed by both the present 
B rmgh gpra rnmeat ths 
opposition Labour party. 

There wmm likely to be a 
similar line-up over the 
third set of proposals In the 
Dutch draft treaty, for 
so-called "flexibility". The 
i d P fl of a multi - tier Europe 
is open to serious objec- 
tions. It looks hke a recipe 
for HT-,inLfl^rH(icm ) Tin t inte- 
gration; and ft will be diffi- 
cult for the ElTs institu- 
tions to operate if groups of 
states are committed to dif- 
ferent sets of policies. 

But some version of "flex- 
ibility” has become essen- 
tial. if only as a way of cir- 
cumventing persistent UK 
opposition to all forms of 
closer European integration. 
And the idea gained 
momentum as a way of han- 
dling tiie prospective diffi- 
culties of at hni it i ng 1 to mem- 
bership the much less 
advanced countries of east- 
ern Europe. 

At the Amsterdam sum- 
mit, therefore, it seems 
increasingly likely that mn> 
of tiie big questions for the 
EU will be whether to move 
towards a system with the 
fntwiHat for multi-tier inte- 
gration and. If so, an what 
terms and conditions. The 
UK’s Conservative govern- 
ment is claiming the right 
to block any resort to flexi- 
bility to avoid befog side- 
lined a gains t Its wHL But if 
Labour wins the general 
election on May 1, it might 
find flexibility attractive, 
precisely because it would 
allow the UK to adopt its 
own pace in Europe. 


Global Climate Change 


Stop, look and listen 
before we leap 


International efforts to deal with dimate 
change are speeding toward actions 
V/ that could wreak havoc on nations 
even as science and economics continue to sig- 
nal caution. 

While governments, industry and citizens 
are concerned about the buildup of greenhouse- 
gas emissions, primarily carbon dioxide (COj), 
there is no consensus on what constitutes "dan- 
gerous levels" of emissions, nor is there agree- 
ment on when, where and how best to reduce 
their impact. Yet, an action plan with binding 
commitments on industrialised nations could 
take shape By year's end. 

We are concerned that policy makers have 
not focused fully on the consequences of con- 
trolling COj emissions. Economic assessments of 
several emission-control plans have concluded 
that most abatement programs will impose 
painful burdens not just on the developed 
economies, but also on many developing coun- 
tries that are under no obligation to act. These 
economic penalties are especially harsh if the 
proposed action plan sets short timetables and 
unrealistic targets. 

A study just issued by Charles River 
Associates (CRA), a Washington, D.C., economic 
consulting group, provides additional weight to 
the impact of emission controls in an age of 
global markets. The report shows how ill-timed 
or ill-considered abatement measures could 
stunt world economic growth, unsettle global 
trading patterns and set the stage for a new era 
of trade protectionism and conflict. 

CRA analyzed two abatement scenarios — 
one a more modest stabilisation proposal, the 
other a more aggressive reduction plan. Both 
fall within the boundaries of proposals already 


advanced by several nations. The authors utilised 
a carbon-rationing plan to achieve required re- 
ductions in COs emissions. In practice, rationing 
would trigger a series of ripple effects, beginning 
with fuel switching in the industrialised countries 
and sharply rising energy prices for industry and 
consumers. 

The Impact on the industrial world, says 
CRA, is likely to be twofold: lower fossil fuel 
imports as nations switch to more expensive 
energy sources and revamp their industrial infra : 
structures, and shrinking foreign trade as the 
cost of carbon abatement makes their goods 
more expensive in world markets. For countries 
whose industries and transportation are energy- 
intensive (Canada and the U.S. and to a lesser 
extent Italy and Japan, for example) the cost will 
be acute — with potential drops in the gross do- 
mestic product of up to 4.5 per cent 

As industrialised nations curb their demand 
for fossil fuels, energy prices win decline, hurting 
energy exporters in the Middle East, Africa and 
Latin America- The decline in demand, in effect, 
punishes energy exporters almost as much as in- 
dustrialised nations. And finally, many developing 
nations would be harmed by carbon abatement 
plans. With developing countries now exporting 
60 to 75 per cent of their products to the industri- 
alised world, those markets will shrivel as eco- 
nomic growth stalls in this developed world and 
the cost of their imports rises. In most cases, 
these negative effects will more than offset the 
benefits of lower-priced energy. 

In the face of compelling conclusions like 
these, we urge international negotiators not to 
make 1997 a year of hasty decisions. The entire 
world’s prosperity depends on a course of wise, 
sustainable action. 




The energy 
to make a difference. 



Government exacerbates dividend problem 


From Mr John 3. Mtdixy. 

Sir, Tony Jackson revisits 
("The Hfr riHiwfo tHtem ma " 
March 29/30) the vexed ques- 
tion of short-tennism in the 
UK economy. All sides deny 
responsibility for it, stone 

even that it exists. But Jack- 
son’s comparison of the UK 
with the US, where invest- 
ment as a proportion of earn? 

In ga in ttiA SeC- 

tor is higher and yields are 
lower, is convincing evi- 
dence. As he says, "high pay- 
outs and low inve s t ment are 

a wy r n ptmn of malaiup " ani) 
lnn g run”. 

When he offers as explana- 
tion ♦’Tint’ Bri tish Treqngg prg 


don’t invest because they 

"have ran out of ideas” and 

rtrfnlr tfwtr alwmliolilw g run 

find better investment 
opportunities elsewhere, is 
hereaBy Baying they are 
incompetent? In a time of 
rapid scientific and techno- ■ . 
logical developments, the • 
potential for improved prod- 
ucts and the creation of new 
markets has never been 


The overseas-based compa- 
nies *h»t have taken control: 
of large slices of UK manu- 
facturing industry. - and are 
now ewiTwig the nation’s 
leading employers - have 
not run out erf ideas, nor are 

they nnahlp to Tnwlre the 


inves tm en t needed for their 

development 

But they all have govern- 
ments (and this injuries the 
USX ready in various ways 
to bear a greater share of the 
rides Inherent in the costly, 
long-term investment in 
innovation *t*h development 
between concept and sue- 
cessftd product - bridging 
the "development gap”. 

Uniquely among leading 
countries, Britain has a gov- 
ernment which has cut sup- 
port for research and devel- 
opment dramatically fo real 
terms over the past decade, 
and rrffam no significant fis- 
cal incentives for increased 
investment. The Department 


of Trade and Industry has 
almost ended support for 
civil industrial HAD, now 
£700m per annum less. 

Jackson says. "The divi- 
dend issue will not go 
away”. Unfortunately there 
is every likelihood it will: 
when there are no British- . . 
run companies left to pay 
hi gh dividends and most of 
the revenue from their prof- *- 
its accrues to other, less Y 
short -fcermist, governments^ .*-• 

John H. MuJvey, 
executive secretary. 

The Save British Science 
Society, 

PO Box 241, 

Oxford 0 X 1 3 QQ, UK 


Too much of a rush for gold 


Prom Mr Charles KemoL 
Sir, sitting in Jakarta I am 
shocked and amazed by the 
howls of anguish that appear 
to be wnwing from other 
mining analysts about 
recent developments at 
Busang. To put it into 
perspective, drilling at 

Papua New Guinea's Uhir 
project took much longer 
than two years to delineate 
its gold resources. Indeed, 
while discovered in 1964, the 

mine is only now an the 


verge of production. And 
although gold was first 
found in South Africa's 
Witwatersrand inthe 1880s, 
it was not rtw - ynneb 
later discovery of the West 
Whs line that the full 
potential of the region 

honrmp rlwir 

As a consequence I am 
saddened that so marry of 
my colleagues appear to 
have been taken in by these 
events - especially because I 
was aware of others’ - ■ 


comment s questioning the 
validity .of Bre-X’s drilling 
methodology. 

Perhaps this is a further 
pramp le of why Panada, 

despite claims to the 
contrary, is unlikely ever to 
replace London as the centre 
of mining finance expertise. . 

Charles Kemot, 
minfog analyst, 

Banque Paribas (London), 
c/a Holiday Inn, 

Jakarta, Indonesia 


Tigers squabble in an unseemly catfight 


From Ms Teresa 
WyszomierskL 
Sir. In the interest of end- 
ing the squabbling between 
Malaysia and Singapore o v er 
Lee Kuan Yew’s disparaging 
remarks about Johor (“Mal- 
aysia links with Singapore at 
30-year low”, March 27), I 
suggest that prime ministers 

Mahathir and Goh ask them- 
selves the following ques- 


tion: How much longer do 
they realistically expect the 
US to remain the sole guar- 
antor of Asia’s balance of 
power? 

Surely Malaysia and Sing- 
apore have a much greater 
stake in Asian stability than 
the US. Yet they make no 
credible effort to formulate a 
co-or dinated re gional 
response to possible Chinese 


aggression, p r efe rring 
inuteaH to stage the interna- 
tional equivalent of a cat- 
fight. 

Is this any way for Tigers 
to behave? 

Teresa Wyszomierski, 

81-37 56th Avenue, 
Maspetb, 

New York 11878, 

US 


Shell should back cleaner fuels move 


From Mr MBns LOnrirotfi 

Sir, The article by Stefan 
Wagstyl and Robert Corzine 
about Shell and the environ- 
ment was most welcome 
(“Rights and wrongs”, March 
18), even iff as Tony Juniper 
of the Friends qf the Earth 
subsequently noted (Letters, 
March 22/23), the jury is stiff 
out 

Let mg mention an iyni> 
which would help tiie jury: 
Shell’s future position on tiie 
auto-oil directive of the 
European Union. A recent 
study commissioned from 
Arthur D. Little by the Finn- 
ish and Swedish govern- 
ments shows that a 30 and SO 
ppm sulphur level in gaso- 


line and diesel fuel respec- 
tively, rather than the pro- 
posed seven times as large 
levels, would lead to much 
reduced emissions at nitro- 
gen and sulphur oxides as 
weU as hydrocarbons and 
particles. . 

Cleaner fuels also Open up 
the possibility of introducing 
an up to 35 per cent more 
fuel efficient gasoline 

En gine 

AH in alL cle aner fuels 
would also be of help in 
addressing the extremely 
had air quality in many 
European cities (see the 
Financial Times article. 
"Paris turns towards nanny 
for fresh air”, March 24), as 


hag been weU demon s tra t ed 
in Swedish cities. 

Shell, as well as the other 
leading oil companies, would 
do the environment, the 
human health as well as 
itself a not insignificant ser- 
vice by breaking ranks with 
the European ofl industry 
and join the European par- 
liament in a forceful backing 
of the Finnish and Swedish 
proposaL As they say, the 
proof of the pudding is in the 
eating. ' 

Mfins Ltamroth, 
state secretary, 

M1..UL j. of Environment, 
S-103 33 Stockholm, 

Sweden 


Impatient 
to criticise 

From Mr Richard Laming. 

Sir, Could you please 
explain how the FT was able 
to criticise an event 
(“Oscar's rewards”. March ' 
25) in your editorial which .it 
was unable to report until 
the following day ("Oscars 
crown recovery of film 
sector"). 

True, one could anticipate 
"film stars who gushed”, a 
"ceremony [which] 
encapsulates Hollywood’s 
relationship with celebrity", 
but it was possible that, for 
once, the spotlight might 
just shin e on those who have 
not already joined the dub. 

In fact, the success of The 
English Patient indicates 
that on Monday night it did. 

Richar d Uniting , 

senior consultant, partner. 

FRP, 

5 Avenue Roger 
Vandendriessche, 

B- 1150 Brussels, Belgium 


By the same 
standard 

From Mr David Crosby. 

Sir, In his letter criticising 
the FT for siting a Canadian 
national park in the wrong 
province (March 29/30), Mr 
Robert Hage describes his . 
address as befog on the 
other side of "Le Manehe”, 
when actually he means "La 
Manehe”. 

If be is so exacting on your 
knowledge of Canadian 
geography I see no reason 
why the same standard 
should not be applied to his. 

David Crosby, 

9 Stephen Lane, 

Dedham, MA 02026, 

US 


This is the age of the tilting train, says Charles Batchelor 


mtp^Avww.rnobi.cofn 
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S peak to train enthu- 
siasts about the jour- 
neys they would 
most like to make, 
and cha n ces are they will 
mention one of- the 
high-speed trains r unning on 
specially-built lines such as 
France's trains d grand 
Vitesse (TGV). 

Futuristic trains streaking 
at 300kph down arrow- 
straight level tracks have 
given a new glamour to rail 
travel ami brought cities in 
Europe closer together. 

But a new generation of 
Hiring trains in Europe and 
Japan has focused attention 
on a form of high-speed 
travel that may be much 
more suitable for countries 
where cities are closer and 
very high running speeds 
can be achieved only for 
short distances. 

Tfltfog trains running on 
conventional track offer the 
prospect of much shorter 
journey times on large 
stretches of the world's rail- 
ways - without the cost and 
difficulties of constructing 
new lines or realigning old 
ones. 

“We used to regard tilting 
technology as rather exotic 
in the 1980s,” says Mr Wol- 
fram Martinsen, president of 
Siemens Transportation 
Systems. "Now we regard it 
as the most Important 
upcoming market segment” 
Adtranz, the Swedish- 
Swlss-German rolling stock 
manufacturer, calculates 
that Swedish Railways has 
spent Just $500,000 upgrading 
a kilometre at track for tilt- 
ing services. Each kilometre 
of new dedicated high-speed 
line cost SNCF, the French 
state-owned railway com- 
pany, $lOm. 

The introduction of tilting 
trains in southern Sweden 
has cut tiie journey timo 
between Stockholm and 
Gothenburg by nearly one 
hour since' 1990 to just under 
three hours - helping arrest 
the dec Use of Swedish Raff- 
ways. 


New angle on 
high-speed 
transport 



Rolling along: the Adtranz X2000 tfltfog high-speed train 


“Tilt has been both a tech- 
nical and a commercial suc- 
cess.” says Mr Thomas 
Holmquist, export manager 
Europe for Adtranz, which 
makes the trains. 

TO ting trains offer highur 
speeds and shorter journey 
times because the carriages 
lean into curves. A degree of 
tilt is normally .built into rail 
track at curves, but addi- 
tional tilt is needed If tiie 
passengers are not to be 
pushed to the outride of the 
curve by the centrifugal 
force. But too much tilt can 
induce sickness since the 
pa ss eng ers’ eyes register the 
curve but their stomachs are 
fooled into thin king they are 
sitting upright. 

This was the mistake Brit- 
ish Raff, the recently priva- 
tised UK train operator, 
made with its Advanced Pas- 
senger Tram 16 years ago. 


Its first attempt to masts 
tilting technology kept 
breaking down and passen- 
gers complained of feeling 
queasy. The train was with- 
drawn after just three days 
of scheduled services. 

Designers now aim to com- 
pensate for rally 60 per cent 
to 70 per cent of fee aide- 
ways pressure to avoid nau- 
sea. And Once passengers are 
comf ortable, tilting allows 
trains to increase speeds by 
up to 40 per cook Because 
the train is not constantly 
braking and accelerating, 
there are savings on energy 
consumption and brake com- 
ponents. 

The Italians have been the 

most successful in b uilding 
tilting trains and Fiat Ferro- 
viaria, the rail equipment 
am of the carmaker, is now 
making the third generation 
of Us PendoKno. Italian Rail- 


ways use them extensively 
while Fiat has also sold its 
trains or supplied Pendolfoo 
technology to Spain, Ger- 
many, Switzerland, Finland 
and the Czech Republic. 

The Fiat system is 
employed in 1,140 carriages 
or nearly 60 per cent of the" 
1.940 tfltfog carriages in use 
or on order in Europe and 
North America, followed by 
Adtranz wife more than 530 
and Bombardier with 260, 
according to Railway 
Gazette magazine. .... 

Many rolling stock manu- 
facturers and rail manage# 
now believe tilt will make a 
much greater contribution to 
improving rail travel over 
the next two decades. 

Amtrak, the publicly; 
funded US passenger raSL 
operator also plans to start 
tilting train services on the' 
north-east corridor between' 
Boston and Washington, cut-: 
ting journey times from, 
eight to five hours. And even 
the French are considering 
tilting trains as the ftnnwriai 
returns from new high speed 

lines have fatten. 

hi fee UK. the privatisa^ - 
tiqn of BR has raised the 
likelihood of a second 
attempt to run tilting trains, ■ 
on the west coast mainline 
which links London. Man- 
chester, Bi rmingham .nnfl - 
Glasgow. 

Mr Richard Branson’s Vir- 
gin Rail, which has a 28-year 
franchise to operate trains ’ 
on the line, plans to replace 
most of the -line’s existing - 
trains with a leased fleet of 
40 tilting trains. At ZQOkph, 
these would cut mare 
an hour off the 5% hour jour- 
ney between Londbn- and 
Glasgow. 

According to Mr Chris” 
Adams, engineering develop- 
ment manager at Angel 
Train Contra c ts, the mTimg 
stock, leasing company: "TOt- 
can now be r%arded as- * .. 
mature technology whose 
risks are reasonably well 
understood and acceptably 
low.” 


i 
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Open skies 
in Europe 


From yesterday any European 
airline will be allowed to oper- 
ate anywhere in the European 
Union. This step completes the 
liberalisation or the internal avi- 
ation market that began a 
decade ago. The question, how- 
ever, is what it will mean in 
practice. Will passengers come 
to regard it as a red letter day 
or an April fool's joke? 

The short answer is that a 
swift revolution in European 
aviation is unlikely. Yet even If 
the pace of change is glacial, 
powerful competitive forces are 
uow' at work. Over time they 
are likely to transform the 
industry’s traditional landscape. 

Such a transformation Is 
needed: fares remain far higher 
than in the US. while some of 
Europe's principal state-owned 
airlines still need to feed from 
the subsidy trough. This combi- 
nation of high Cares with persis- 
tent losses is a startling indica- 
tor of Inefficiency. 

The desired competition will 
become effective only if entry 
by efficient new suppliers is a 
plausible threat In principle, it 
already is. Established airlines 
can, for example, set up 
operations within hitherto pro- 
tected domestic markets, as 
British Airways has done in 
Germany and France. In addi- 
tion, low-cost airlines such as 
Ryanair and Easyjet have both 
penetrated existing markets and 
generated new ones, by offering 
services at lower fares. 

Yet the new entrants confront 
two serious obstacles. The first 


is a shortage of slots. Except in 
Heathrow and Frankfurt, this Is 
not a question of physical 
capacity, but rather of political 
obstruction. Instead of being 
encouraged to expand their 
business, airports are too fre- 
quently subjected to national 
policies aimed at supporting 
domestic Dag carriers. 

Reallocation of slots with sub- 
stantial scarcity value is less 
important than allowing more 
operations where such scarcity 
does not exist. The reason is 
simple: where slots are scarce, 
the market clearing price for 
travel is likely to be high, who- 
ever runs the flights or however 
many airlines control the slots. 

The other big obstacle to new 
entry is predatory behaviour by 
existing airlines. If. in particu- 
lar, a potential entrant knows 
that a subsidised competitor 
will always have enough money 
to continue operating on its tra- 
ditional scale, it may not bother 
to enter at all. This is why it is 
so important to e limina te state- 
supported dumping. 

This liberalisation is defi- 
nitely not an April fool’s joke. It 
should lead, over time, to more 
competition, lower prices and a 
restructured industry. But the 
Commission must not rest on 
its laurels if the potential of the 
policy is to be r ealis ed in the 
near future. It must now con- 
centrate its efforts both on 
increasing the supply of slots to 
efficient new competitors and 
on reducing the availability of 
subsidies to inefficient old ones. 


Banks hang on 


Japan's troubled banks have 
reason this week to be t hankful. 
Their year-end balance sheets 
were struck on March 31 before 
Wall Street's slide had the 
chance to turn into something 
big. Despite heavy selling of 
bank shares on the last day of 
the year, the Nikkei 225 index 
dosed just above 18,000. At that 
level the value of the equity 
holdings of some weaker banks 
will probably be insufficient to 
prevent breaches of the Bank 
for International Settlements' 
capital adequacy regime. Yet it 
could have been worse. 

Since the beginning of the 
year confidence in the ability of 
the banks to muddle through 
has been eroding. Bank shares 
have had to cope with worries 
about the potentially destabilis- 
ing impact of Tokyo's 'Big 
Bang'. This has been exacer- 
bated since last week by the 
problems of Nippon Credit 
Bank, which has seen the yield 
on its debentures rise sharply in 
recent months relative to those 
of the other long term credit 
banks. The fear, as with the ear- 
lier restructuring of the jusen 
housing loan corporations, is 
that sound banks will be weak- 
ened through enforced partici- 
pation in a rescue. 

For want of a substantial and 
politically unpopular injection 
of public funds, the stage is set 
for a slower-motion restructur- 
ing of the financial industry 
than the label ‘Big Bang' 


implies. That could be 
unhealthy. By contrast a shock 
induced by a panicky reaction 
to the h ank reporting season in 
May would be more risky - but 
it would arguably be beneficial 
if it broke the political impasse 
over the use of public funds. 

There is dearly excess capac- 
ity in Japan's financial services 
industry. Reducing that capac- 
ity will impose burdens on 
larger firms, as increased com- 
petition drives smaller firms 
into their arms. Yet the profit- 
ability of the financial system 
should not be underestimated. 
Even after the bull market in 
bonds, negligible short term 
borrowing costs ensure that the 
yield curve remains steep, leav- 
ing banks with profitable trad- 
ing opportunities. Margins on 
lending are unprecedentedly 
high. And unlike British bro- 
kers before 1986, Japanese secu- 
rities firms are well capitalised. 

Insurers, admittedly, have 
serious solvency problems. Yet 
here, liberalisation will help, if 
it entails more professional (and 
increasingly foreign) fund man- 
agement. together with 
increased investment in higher 
yielding overseas assets. 

The whole system needs more 
competition. But as it restruc- 
tures. it is vital to guard against 
moral hazard. That means that 
bank depositors must be taught 
to recognise that when govern- 
ment guarantees run out in 
2001 . their money Is at risk. 


Zwischenland 


For 200 years or more, the lands 
between Germany and Russia 
have had a hard time of it. That 
is why Poles, Czechs and Hun- 
garians are now so determined 
to enter Nato. hoping to escape 
that tragic destiny once and for 
all. But while the west thus 
expands. Russia has shrunk, 
leaving a belt of newly indepen- 
dent states between its main 
land mass and the putative new 
eastern frontier of Nato. 

Were there to be a new cold 
war, or worse, a hot one, the 
fate of this new glacis could be 
as unpleasant as that of the old. 
Both Nato and Russia have a 
responsibility, and an interest, 
in seeing that no such night- 
mare comes about. Nato accepts 
that, at least in the near future, 
this cannot be done by expand- 
ing further to take in the states 
in question. But Russia, humili- 
ated by the “loss" of Poland, has 
m umb led that it might react by 
hi tiding its nearer neighbours in 
a tighter embrace. 

Today’s planned “union 
treaty" with Belarus is probably 
meant to look, to Russian 
nationalists, like the first step 
in implementing those threats. 
Luckily reality is different. Rus- 
sia and Belarus already formed 
a “community of sovereign 
republics” a year ago, and it is 
not certain today’s "union" will 
feel any different in practice. 
“Some people are asking," says 
Mr Valery Serov, the Russian 
deputy prime minister who co- 


authored the draft. “‘In what 
country will we wake up on 
April 3?'. The answer is: In the 
very same country you went to 
bed. There will be a union of 
two states rather than a single 
state.” 

The draft treaty Is especially 
coy about plans for a single cur- 
rency. with good reason. As Mr 
Serov's remarks suggest, Rus- 
sian opinion is by no means uni- 
formly enthusiastic about bail- 
ing out a hopelessly 
mismanaged Belarus economy, 
nor about taking responsibility 
for the repressive and eccentric 
behaviour of Mr Anatoly 
Lukashenko, the Belarus presi- 
dent. For his part. Mr Lukash- 
enko (rather like the late 
Archbishop Makarios in 
Cyprus) will hardly push his 
enthusiasm for enasis to the 
point where the mother country 
could order him about or even 
push him aside. 

More significant than today’s 
ceremonies in Moscow may be 
the visit of General George Joul- 
wan, Nato's supreme allied com- 
mander to the Ukrainian capi- 
tal. and the fact that it has not 
stopped President Boris Yeltsin 
from adopting a new and more 
conciliatory tone towards 
Ukraine. Russia may be able to 
dictate terms to Belarus, but it 
is In no state to force its will on 
Ukraine or Indeed on the Bal- 
tics, and Mr Yeltsin knows it. In 
today's amschenland. friendship 
has to be earned, not imposed. 


Exchange of hostilities 

New German telecoms groups are preparing to take on Deutsche 
Telekom after liberalisation next year, says Ralph Atkins 

T he nerve centre of to support operations which are 

^ecommuniSS New numbers in German telecoms 

company, resembles 
the control room of a 


T he nerve centre of 
o.teI.o. a new German 
telecommunications 
company, resembles 
the control room of a 
space agency, with more than 100 
computer terminals housed In a 
sleek office building in Cologne. 
The banks of screens, which 
show o.teLo's national telecoms 
grid. Hash whenever there is a 
fault. But for much of the time, 
seats at the terminals are empty. 

The company - owned by Veba 
and RWE, two large energy and 
Industrial conglomerates - is 
Investing DM7bn ($4J2bn) in prep- 
aration for an event that has yet 
to happen: the liberalisation of 
Germany's telecoms market on 
January 1 1998. 

On that date, Deutsche Tele- 
kom - Europe's largest telecoms 
group - will lose its monopoly of 
public voice- telephony services. 
The market will be thrown open 
to competition offering the oppor- 
tunity to win a share of one of 
the world's largest and fastest- 
growing markets, expected to be 
worth DMioobn by 2000. 

“Our goals are clear; o.tel.o is 
to provide the full spectrum of 
communications services and 
occupy one of the foremost ranks 
in competition,'’ says Mr Ulrich 
Hartmann, chair man of Veba. 

Other large German groups 
racing to build rival general tele- 
coms businesses include Vlag. 
the Munich-based industrial con- 
glomerate. which has teamed up 
with the UK’s British Telecom- 
munications. Mannesmann , the 
industrial conglomerate that 
once focused on traditional steel 
tubes products, has joined forces 
with Deutsche Hahn to build an 
alternative telecoms network 
along the railway operator’s 
tracks. Meanwhile, other compa- 
nies are building telecommunica- 
tions businesses in some of Ger- 
many's largest cities. 

But these contenders face a 
fierce battle If they are to dis- 
lodge Deutsche Telekom which 
was partially-privatised last year. 
Mr Ron Sommer, chief executive 
since March 1995. has sought to 
jolt the group out of its state 
monopoly mentality and to inject 
a customer-orientated service cul- 
ture. 

In the past six years, Deutsche 
Telekom has spent DMlSObn on 
investment, including digitalising 
its networks and building a mod- 
ern. fibre-optic system across 
eastern Germany. “If you add up 
what our competitors plan to 
spend in the next five years, it is 
stfil not as much as we spend in 
a single year." Mr Sommer says. 

A high priority is to improve 
reliability and its notoriousiy-bad 
customer service. A special “VIP” 
service has been introduced, for 
example, for the lucrative high- 
spending private customers. 

Prices have been cut by an 
average of 10 per cent since 1990. 
Despite Germany's strict labour 
laws, staff numbers have been 
cut from 230.000 in 1995 to 201.000 
at the end of last year with a goal 
of 170,000 by 2000. “The fight is 
on for every single client" says 
Mr Sommer. 

The new competitors such as 
o.teLo argue Deutsche Telekom is 
competing with unfair advan- 
tages. None will be able to offer 
from January 1 a universal net- 
work on their own. All depend on 
Deutsche Telekom providing 
access to its networks - particu- 
larly for the so-called “last mile" 
from trunk networks into cus- 
tomers' homes or businesses. 


German government 


Deutsche Telekom 


Turnover 1996: DM63.1 bn 

Investment 1 996: DM20 bn flndudng acquisitions) 
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Mannesmann consortium* 



Ron Sommer Deutsche Telekom 


Mannesmann Arcor 


•M a nne sma nn 55-5% 
AT&T 15% 

Untsource 15% 
Deutsche Bank 10% 
AlrTouch 4.5% 


Turnover 1997: 
Investment 
Market share: 
Break even: 


More than DMIbn 
DM3bn-DM4bn (in the next 5 years) 
Not forecast 
“in 4 years" 



Revenue: 
Investment 
Market share: 
Break even: 


Viag 

40%J 


Telenor 
of Norway 

1 10 % 


DM7bn-DM9bn In 2005 
DM7bn ‘in coming years" 

12%-17% by 2005 
“within 5 years" 

SSSSBIMHI 

British I 

Telecommunications I 


Ulrich Hartmam: Veba ^ 


Viag lnterkom 



Turnover 

DMIObn-DMIlbn in 2007 


Investment 
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Market share: 

7%— 8% In 2007 (fixed Hnes plus mobSe) 


Break even: 

In 2002 





At o.tel.o’s Cologne control 
room, there is frustration when 
lights indicating faults Dash only 
once. This shows breaks in con- 
nections on Deutsche Telekom’s 
sections of the network which 
can be rectified only by the for- 
mer state-owned company's engi- 
neers. 

By law, Deutsche Telekom 
must negotiate “interconnection" 
agreements, setting terms for its 
competitors to use its network. 
But with less than nine months 
to liberalisation, talks have 
erupted into angry public spats 
over Deutsche Telekom's negotia- 
ting strategy. 

Mannesmann and Viag have 
threatened to file a complaint to 
the European Commission 
against the former state-owned 
monopoly for stifling competi- 
tion. And Mr Hartmann of Veba 
accuses it of “still fully capitalis- 
ing on its monopolistic position". 

But the new operators fear 
there is little prospect of the gov- 
ernment in Bonn offering early 
help in opening the market. 
Worse in their eyes, the govern- 
ment still retains a majority 
stake in Deutsche Telekom so its 
interests are at best compro- 
mised. 

The post and telecommunica- 


tions ministry has suggested, for 
example, that licences for operat- 
ing a federal-wide service might 
cost as much as DM40m - hefty 
by international standards and a 
deterrent to smaller, niche com- 
panies. To build a federal-wide 
network would cost another 
DM40m- 

From January 1 a new, inde- 
pendent regulatory authority is 
supposed to be in place to ensure 
fair competition. But its presi- 
dent and two vice-presidents 
have yet to be appointed. 

Mr Hartmann of Veba says it is 
“unacceptable" that decisions 
have not been taken on manage- 
ment, organisation and staffing 
which will have a significant 
impact on the new regulator's 
effectiveness in policing the sec- 
tor. Mr Peter Mihatsch. Mannes- 
mann board member with 
responsibility for telecommunica- 
tions, says: “We may have some 
time early next year in which 
there is no effective regulation." 

“On January l 1998 nothing 
will happen - there wifi be no 
dramatic change." says Mr Lutz 
Meyer-Scheel. managing director 
and spokesman of Viag lnterkom, 
the Viag/BT joint venture. 

Ambitions may have to be 
scaled down considerably. If each 


OBSERVER 


So full 
of beans 


■ Funny how organisations get 
tired of the way they look, 
though corporate cosmetic 
surgery normally costs a lot 
more than the nip-and-tuck 
being considered by the 
International Cocoa 
Organisation to coincide with its 
25th anniversary in 1998. 

The ICCO has had enough of 
Its worthy - but admittedly dull 
- logo, a kind of Battened and 
segmented planet earth stamped 
with a cocoa-bean pod and the 
acronym ICCO. The organisation 
has been going since 1973 with 
the same symbol, but now it 
wants to update Its public face 
to something a little more in 
tune with the times. 

Mind you, the ICCO is not 
spending a hill of beans on its 
new look; instead it’s inviting 
anyone (apart from ICCO 
employees and their families) to 
submit designs. Tbe winner will 
be chosen by the organisation's 
executive committee. “Surprise 
us with the winning entry and 
we win surprise you with a great 
prize!" it declares. 

Observer has a sweet tooth so 
naturally rang up and asked 
what the surprise prize might be 
. - chocolate bars for life, 
perhaps? “Now there’s a 
thought," says an ICCO 
spokesman, adding “we can’t 


give out any specific information 
just yet but we hope that won't 
deter you from entering." They'll 
be doodling from Paris to Peru. 


Wipe out 

■ Financier Sir James 
Goldsmith is trying hard to 
change the face of British 
politics; his Referendum party 
has stuffed millions of copies of 
its 12 -minute video through the 
nation’s letterboxes. So plenty of 
excitement at the party’s 
headquarters after news that 
“the most important video you'll 
ever watch" is in especially 
strong demand in universities. 

The word has gone out from 
the academic co mmuni ty that 
copies of the tape are urgently 
required to help the educational 
process on its way. The trouble 
is. the tapes aren't being used as 
a ground-breaking example of a 
new approach to “single-issue" 
politics; their length makes them 
ideal for wiping before re-use in 
seminar presentations. 


Spokesmen 

■ French insurance group GAN 
has suffered more than most 
from downturns in the property 
cycle and the underwriting 
cycle; now it seems to have had 
enough of the real thing . The 
state-owned company is risking 
the wrath of France's 


bicycle-loving public by 
withdrawing its sponsorship 
from the Tour de France. 

GAN has sponsored its. own 
team in the world's toughest 
cycle race since 1993; team 
members were often seen 
sporting the tour leader’s 
famous yellow jersey - which 
conveniently matches one of the 
insurer's corporate colours. But 
now the company has decided 
that the expense is, well, a touch 
extravagant at a time when the 
French government is being 
asked to fork out FFr20bn to 
help cover huge losses. 

Still, this has not prevented 
another troubled state-owned 
financial institution from 
continuing to lend support to the 
event; Credit Lyonnais is still 
peddling its wares on the tour. 


Hell's bells 

■ London town crier Peter 
Moore has had his bell stolen. 
The felony took place on 
Monday within earshot of the 
Tower of London: Moore put 
down his 171b copper and brass 
bell for a few seconds and when 
he turned round it was gone. In 
the old days felons were hung, 
drawn and quartered for less. 

Now 53, Moore has been 
making a living shouting his 
head off for more than 20 years. 
He first did the job for the old 
Greater London CotmciL After 
Margaret Thatcher's 


least-favourite local authority '• 
was abolished, he went freelance 
and now waves his dapper 
around on behalf of a- number of 
local authorities. . ' . ' ‘ 

On Monday, he was working 
outside the Tower Hill Pageant,, 
a busy tourist attraction, when 
someone made off with his. ’» - 
precious prop. Unless it is> ‘ 
handed back it will. take six,. ^ 
weeks to replace. But there’s no ~ 
question of Moore being silenced 
by tbe beastly crime; he's back 
on duty with a temporary heQ ' 
loaned by tbe town crier of 
suburban Croydon. 


Busy line 


■ Woe betide the called when M 
two terribly fashionable New'. . •' ; 
York phenomena - voicemaflV 
and psycho-analysis - collide: . 

“Hello, welcome to the ’ 
Psychiatric Hot-line. If you are:-, 
obsessive-compulsive; press l ’. 
repeatedly. If you are 
co-dependent, please ask 
someone else to press 2 . tf you' ' 
have multiple personalities. 
press 3.<U5 and 6. If youare _ 
paranoid-delusional, we know ; » < , 
who you are and what yon want; 
just stay on the line so we can 
trace the calL If you are ' 
schizophrenic, listen carefully - 
and a little voice win tell you - 
which number to press. If you 
are manlc-depresfdve. it doesn’t - - 
matter which number you press - 
- no-one will answer.” *""" 


to support operations which are 
not expected to break even until 
well into the next century. They 
also have experience running 
large infrastructure networks 
and customer billing systems. 

And within a few years, their 
dependence on Deutsche Tele- 
kom will have been reduced. Tbe 
rival groups will have completed 
a federal-wide network for bulk 
telecommunications traffic and 
have made greater inroads into 
the “last mile". Viag lnterkom. 
for example, is planning to use 
radio telephony to link consum- 
ers to its fixed land-based net 
work. 

They will also receive help 
from the growing International 
pressures for liberalisation. Euro- 
pean Union directives requiring 
telecom markets to be fully open 
to competition In data and voice 
services from January 1 next 
year were a catalyst far change 
in Germany. If the Bonn govern- 
ment or the hew regulatory 
authority are ineffective as regu- 
lators, Brussels Is likely to inter- 
vene to promote competition. 


W ithin Germany. 

consumers are 
becoming 
increasingly 
accustomed to 
competition. In the German 
mobile t^i <»<-ntYirnTmi<»arinrig mar- 
ket - liberalised since 1990 - 
rivalry is already fierce between 
the four competing networks, 
only two of which are owned by 
Deutsche Telekom. 

The new entrants have used 
mobile telephony to gain experi- 
ence of the telecoms market - 
the largest mobile operator, D2. is 
majority-owned by Mannesmann. 
A fifth mobile network soon to be 
launched wDl be part of the Viag 
lnterkom operation. 

And unlike the US and UK, 
Germany Is going straight for full 
across-the-board liberalisation. In 
the UR, the government only 
allowed one competitor - Mer- 
cury Communications - to tackle 
BT for the first seven years after 
privatisation in 1984. In the US, 
competition has only recently 
been allowed on the “last mile" 
to consumers. 

Meanwhile, Germany's telecam 
operators are benefitmg from the 
experience of companies in mar- 
kets which are ahead of it in lib- 
eralisation. The new competitors 
can not only import technical 
and marketing know-how, they 
can also learn from mistakes 
made elsewhere. 

Unlike Mercury in the UK, the 
main rivals to Deutsche Telekom 
are looking to offer a range of 
services to business and private 
clients. That w HI allow econo- 
mies of scale and also prevent 
over dependence on short-term 
niche opportunities. 

■ The size of the new rivals’ 
operations and the scale, of 
investment still to came suggests 
none is going to give up without 
a fight. Since it is one of the 
biggest in the world, a chunk of 
the German telecoms market is 
an alluring goal fair new competi- 
tors such as o.WLo. 

As Mr James Riddiough, Euro- 
pean telec om munications analyst 
at Deutsche Morgan Grenfell in 
Frankfurt, says: “They will come 
in. They could potentially make 
good money, providing their 
plans are sensible. But it will 
take time." . 

Additional rep or tin g by Wolfgang 
Munchau 


Lutz Meyor-Scbaet Viag lnter k o m 


of the new telecom operators 
were to reach its target for mar- 
ket share, Deutsche Telekom 
would have to lose around 40 per 
cent of the market within a 
decade. In the UK, the former 
state-woned monopoly BT still 
has more than 89 per cent of the 
market after more than a decade 
of competition. 

Such considerations have 
sparked a ceaseless round of 
activity among the telecoms alli- 
ances bidding for a share of the 
German market Cable & Wire- 
less, the UK’s telecoms group, 
has pulled out of the o.teLo alli- 
ance. shying away from the huge 
investment needed. Thyssen, 
another German conglomerate, 
has scaled back its telecommuni- 
cations plans, after a strategic 
rethink. “In the long run, there is 
room for a maximum of two uni- 
versal service providers as com- 
petitors to Deutsche Telekom 
because no-one can provide the 
same range of services, no-one 
can have that breadth of manage- 
ment capacity," says Mr Meyer- 
Scheel of Viag lnterkom. 

Nevertheless, the erosion of 
Deutsche Telekom's grip oh the 
market is Inevitable. Power utili- 
ties such as Veba and RWE are 
financially strong and afford 
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Nike’s trainers grace 
fittest tigers in Asia 


By Tony Tasseil in Bombay 

The Big Mac has long been 
used for rough and ready com- 
parisons of the coat of living 
in different countries; now the 
Nike trainer has been adopted 
as a gauge of economic perfor- 
mance for developing coon- 
tries in Asia. 

While NIke's “swoosh” logo 
is unlikely to replace technical 
plottings of economic growth 
charts, the level of its trainer 
production can provide a “big 
picture" indicator of Asia's 
development, according to 
Robert Fleming, the broker. 

“Where Nike prodnces, 
economies roar," it says in a 
study. “So far every country 
that Nike has produced sneak- 
ers in has seen high, long- 
term economic growth." 

Although the world's big- 
gest sports shoe company has 
its headquarters in the US, it 
outsources most production to 
sub-contractors in Asia. 

It started production in 
Japan in early 1972, then 
switched to Korea and Taiwan 
in 1975 and from 1987 began 
to expand rapidly in Thailand, 
China and Indonesia. 

The broker said Nike's 
choice of locations was an 
indicator of countries’ devel- 
opment, as it was made not 
just on labour costs but also 
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on criteria such as political 
stability, staff quality, infra- 
structure, government “open- 
ness”. duties and quotas. 

India is lagging behind in 
the Nike race. The company is 
still only testing the quality of 
workmanship there and has 
not yet made a decision about 
large-scale production. 

“This is evidence that 
labour costs alone are insuffi- 
cient to cause Nike to move 
into a country. It also indi- 
cates that India still falls 
short in one or more of its 
criteria," the broker said. 

While rising production of 
Nike trainers in a country 
may indicate growth pros- 
pects, a fall could signify a 


maturing of its economy. 
Thailand’s falling share of 
Nike production, for example, 
indicated its economy was 
ready to move from making 
trainers to semiconductors. 

Using the sneaker guide, the 
economic future of China and 
Indonesia appears bright - 
each has a 30 per cent share of 
Nike’s total production. 

Vietnam is set to lift its 
share of output from Just 2 per 
cent in 1996 to 10 per cent In 
this year. “This rapid increase 
is a proof Vietnam meets 
Nike’s criteria for a successful 

production base. Vietnam’s 
economic fixture, at least by 
the Nike indicator, is quite 
bright," Fl eming s laid. 


just on labour costs but also pects, a fall could signify a bright, Flemings said. 

Banks design new way of 
measuring credit exposure 

By George Graham, bank regulators accept that risks are concentrated in a 

RanHw CjimanMufant tha mnHol nnrlrc It miiM iwr+imlaT miintnr nr wtnr 


By George Graham, 

Banking Correspondent 

A group of international hanks 
will today launch a new com- 
puter model for measuring 
their credit risk. They believe 
it could one day reduce the 
cushion of capital that regula- 
tors require them to hold. 

The method, developed by 
J.P. Morgan, the US invest- 
ment bank, will allow a bank 
to quantify the maximum 
likely loss it could make on its 
loan portfolio, pulling together 
different types of risk such as 
consumer loans and corporate 
bonds into a single number. 

The computer model, dubbed 
CreditMetrics, has been backed 
by Bank of America, BZW, 
Deutsche Morgan Grenfell, 
Swiss Bank Corporation and 
Union Bank of Switzerland, as 
well as by KMV Corporation, a 
San Francisco consultancy 
which is one of the leaders in 
credit valuation techniques. If 


bank regulators accept that 
the model works, it could 
eventually replace the stan- 
dard capital adequacy formula 
laid down in 1988 by the Bank 
for International Settlements 
in Basle, which basically 
requires banks to hold a capi- 
tal cushion amounting to 8 pea: 
cent of their assets. 

“I believe the issue is on the 
radar screen already," said Mr 
Stephen Thieke, head of corpo- 
rate risk management at Mor- 
gan and a former regulator at 
the Federal Reserve. 

The Basle formula does give 
crude weightings to credits 
with different risk levels. Mort- 
gages, for example, are 
regarded as half as risky as an 
ordinary loan. 

But the old formula treats a 
blue chip company and an 
unemployed person with an 
overdraft in exactly the same 
way, and makes no distinction 
between a well-diversified port- 
folio and one where all the 


risks are concentrated in a 
particular country or sector. 

CreditMetrics not only 
allows a wider spectrum of 
credit quality, but also 
calculates the likelihood that 
different types of loan will 
turn sour at the same Hwm_ It 
therefore produces a lower 
capital requirement for a well- 
diversified portfolio. 

In addition, the model estab- 
lishes a common benchmark 
for credit risk measurement. 
That could make it easier to 
agree on pricing new instru- 
ments suck as credit deriva- 
tives. 

"What this does is set a 
common standard so people 
can begin to measure their 
portfolio concentration, credit 
risk and use of economic capi- 
tal," said Mr Andrew Bruce, 
head of risk at BZW. 

Senior regulators, however, 
say they are still a long way 
from accepting the reliability 
of the model far credit risk. 


US to block EU meat after talks fail 


Continued from Page 1 

poor standards of its poultry 
plants. The Commission says 
the US practice of “decontami- 
nating" meat at the end of its 
production chain is “an invita- 
tion to relax strict hygiene". 


Mr Nick Giordano, of the 
US’s National Pork Producers, 
said: "It is dear that the EU 
doesn't want to do this for 
political and other reasons 
which have nothing to do with 
sound science." 

The administration Is under 


pressure from Congress to act 
Thirteen US farm state sena- 
tors this week wrote to Ms 
Charlene Barshe&ky, US trade 
representative, urging her to 
“stand firm" against “the con- 
tinued recalcitrance of the 
EU”. 


Argument 
flares over 
choice of 
European 
space chief 

By Mcftaet Skapfakar 
in London 


The French government and 
European aerospace executives 
are arguing over the future 
leadership of Arianespace, the 
world's biggest commercial 
satellite-launching organisa- 
tion. 

The battle began cm Thurs- 
day when Mr Francis Avanzi, 
who was due to take over as 
chairman of Arianespace In 
July, was summoned by Mr 
FTanpois Fllkm, Fiance’s space 
minister, and told he was no 
longer the man for the job. 

The government is said to 
regard Ms management style 
as too confrontational and too 
"Anglo-Saxon". Instead, it fa 
proposing that Mr Jean-Marie 
Luton, (UrectargeDeral off the 
European Space Agency, 
become chairman when Mr 
Charles Bigot retires. 

The government’s move is 
strongly opposed by European 
space executives. They say Mr 
Avanzi has demonstrated Ms 
manag erial gkfng «t n«» becom- 
ing chief operating officer of 
Arianespace last year. 

The appointment of the new 
chairman will he discussed at 
Arianespace’s administrative 
board meeting on April 17. The 
government is in a position to 
impose its choice of chairman 
because it owns large Ariane- 
space shareholders such as the 
Centre National d’Etudes Spa 
tiaiaK and Aerospatiale. 

Mr Avanzi, who is French, 
was previously head of CFM, 
the joint venture between Gen- 
eral Electric of the US and 
Snecma of France. 

The argument comes at a 
difficult timfl for Arianespace, 
a French-based 53-company 
consortium, which has more 
than 50 per cent of the world’s 
commercial safoTiit g-ia nnching 
market. It faces increasing 
competition, not only from US 
rivals such as Boeing and 
Lockheed Martin but also from 
Russia, China and Japdh. 

Arianespace is preparing for 
a fresh launch of its new Ari- 
ane 5 rocket The first launch 
failed last year when the 
rocket crashed as a result of a 
computer software failure. 

One executive described Mr 
Luton as “a negotiator, a man 
of compromise rather than a 
man -of action”. The French 
government Is believed to be 
arguing that Mr Luton's strong 
links with Arianespace’s pub- 
lic sector shareholders mean 
be is better placed to persuade 
them to adopt a more commer- 
cial approach. 

French companies own 55£ 
per cent of Arianespace. Ger- 
man. companies, Including 
Daimler-Benz Aerospace, 
account for 18.6 per cent and 
Italian groups 8.1 per cent Bel- 
gian companies own 4 per cent 
and UK organisations 8 per 
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the current wobbles in the US 
stock market are not surprising: a 

rrennMTirtHftTl of rifling lntflTflflt. rates 

and falling earnings growth is 
hardly good news for equities. It 
increasing l y likely last 
week’s 25 basis point interest rate 
increase is only the first of several, 
as the US Federal Reserve tries to 
rein in inflationary pressures. At 
the same time, rising labour costa 
and the impact of a stronger dollar 
on overseas profits are felting the 
shine off the corpo ra te sector. Earn- 
ings growth is expected to slow 
from a report e d 14 per cent in 1996 
to gfrig fa digits this year and as 
little as 4 per cent in 1998. 

Even so. this is banfiy the stuff of 
nightmares. Nobody suggests US 
growth is coming to a sudden halt 
The Hkelihood is therefore a gentle 
HgTrtPning by the Fed, in sharp con- 
trast to its shock move In February 
1994. And share prices have already 
reacted. The US market has fallen 7 
per cent since its early March peak, 
while the UK, France and Germany 
are down 45 per cent. 

Europe's more subdued reaction 
looks right. Apart from the UK, 
European interest rates are unlikely 
to rise much. If at all, during 1997. 
And gaming* are still being 
upgraded as economic recovery, 
more competitive currencies and 
restructuring benefits make them- 
selves felt. Until the Fed completes 
its process of monetary tightening - 
which could take nwtn the and of 
the summer — equities will remain 
volatile. But the outlook thereafter 
is much brighter. 

Lyonnaise/Suez 

It is not surprising that Gompag- 
nle de Suez’s Mg shareholders, led 
by St-Gobain, are now growling 
that they want some goodies out of 
the company’s planned merger with 
Lyonnalse des Eanx. Far a start, 
Lyonnalse’s old rival Gdnfirale des 
Eanx, a Suez shareholder, has every 
reason to deprive its debt-laden 
competitor of part of Suez's cash 
pile. And if some loot can be 
extracted, that doubtless suits other 
Suez shareholders too. The real 
question is: are they demanding 
enough? 

To see why they may not be, con- 
sider the position of a Suez share- 
holder. Even after their recent run, 
Suez shares are trading at a dis- 
count of roughly 30 per cent to the 
company’s break-up value. And 
when the exchange rate between 
Lyonnalse and Suez shareholders is 
fixed, Lyonnaise cannot sensibly 


Eurotrack 



offer a big premium to that The 
deal may be neat but it will not 
generate wndi in the way of con- 
crete financial benefits. And there 
is no compelli ng reason to suppose 
investors will apply less of a dis- 
count to Suez’s assets once they 
become part of Lyonnaise. 

In short, unless Lyonnaise is 
planning an act of astonishing gen- 
erosity, the Huai will implicitly price 
Suez at well below its break-up 
value. In that case, a break-up 
would be the better alternative for 
shareholders. That would be contro- 
versial But how, one wonders, do 
supposedly value-minded Suez 
shareholders such as Gfinfirale des 
Eaux and Axa-UAP plan to justify 
the present cosy alternative to their 
own shareholders? 

India 

Once again, India's political tur- 
moil tfirnatanfl the country’s eco- 
nomic progress. Just as the United 
Front, a minority government made 
up of 13 parties, was starting to find 
its feet, the once all-powerftil Con- 
gress party has withdrawn its par- 
liamentary support. 

For investors, the best hope is 
that behindthe-scenes negotiations 
will come up with a new compro- 
mise candidate for prime minister. 
The prospect of another weak coali- 
tion is far from ideaL But it is still 
better than the uncertainty of 
another general election, which 
would probably strengthen the 
hand of the religious rigbtwing BJP 
- already the largest party in par- 
liament What matters most how- 
ever, is that India passes the UF*s 
proposed budget, which contains 
aggressive cuts in corporate and 
personal taxes, reductions in import 


r appnzvrfzf antmuTof i record otrfy. 


HEALS 


and customs duties and measural 
to legalise share buybacks. As sa cra 
it should spaed up much-need$| 
deregulation, make equities mtd® 
attractive and - ironically b ggigg 

gove rnment revenues as towf 
rates persuade more ccanpanles agg| 
Individuals to start paying taraE 

Longer term, India's rapid gimfislp 
and wefl-contxolled inflation mail 
it an attractive investment. And 
even after dropping sharply in 
response to this latest crisis,. Q ib. 
stock mP 1 *"* is up 5 per cent fids 
year. But until the government 
manages to pass the budget and 
underline Its commitment to 
reform, caution looks in order. 

Mutual life assurers 

Is Britain on the point of another 
demutualisation wave? With Scot- 
tish Amicable gobbled up and Aus- 
tralian Mutual Provident appar- 
ently hot cm the trail of another life 
assurer, many are tempted to think 
so. And having seen how much Pru- 
dential Corporation is paying for 
ScotAm, policyholders elsewhere 
are understandably licking their 
lips at the prospect 

They should not get their hopes 
up too high. The fact that the 
ScotAm auction boiled down to just 
three serious bidders suggests- the 
number of predators for these busi- 
nesses is limited. Moreover, 
ScotAm’s lavish price tag makes 
sense .only because the mutual is 
being taken over, providing fat cost 
savings and allowing the ScotAm 
life fund to be closed and capital 
handed back to policyholders. A 
straightforward flotation wave, Uka 
that of the building societies, would 
deliver much more modest benefits 
for policyholders. 

Nevertheless, even a few aggres- 
sive takeovers could usefully Invig- 
orate the remaining mutuals - just 
as flotations have done far building 
societies. Faced with some biggish 
payouts from their peers, diehard 
mutuals would be subjected to 
greater pressure to justify their 
fondness for the status quo. And 
just as mutual building societies 
have fought back by promising bet- 
ter rates to their borrowers and 
depositors, why coaid mutual- life 
assurers not respond by offering 
better bonuses? Policyholders are 
less likely to be dazzled by upfront 
goodies, after all, if they have a 
respectable alternative. 

Additional Lex note on 
Hammerson/MEPC, Page 23 


FT WEATHER 


Europe today 

High pressure will promote ample 
sunshine In most of western and 
south-western Europe. The Iberian 
peninsula and France will be sunny 
throughout the day. Low pressure 
will Influence northern parts of the 
British isles. Cloud and rain will 
prevail In Scotland and Ireland and 
most of England will be doudy. A 
mixture of cloud and sunshine will 
cover the Benelux, Germany and the 
eastern Alps. Rain and snow will 
occur In western Scandinavia but 
southern areas wiU be dry but 
doudy. South-eastern Europe will 
continue unsettled. Greece, southern 
Italy and western Turkey will have 
showers. 


Congratulations to 
Heal’s pic 
on its 

successful flotation 
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D eep In. the heart: of 
Texas a dectmunis- 
atoned tnimriia base is 
up for sale. The real- 
estate company handling 1 the 
property believes It would make 
a good computer centre or mush- 
room forzn, bto. commercial Inter- 
est has so for been poor and the 
company recei^-slflHttiea^the 
price of thtarCo&f W5£ i fwHc to 
9650,000. 

Military conversion Is easier 
said than done, as the above 
example shows. But with govern- 
ments around the world cutting 
defence budgets, many high-tech 
companies are reducing military 
work to seek out commercial 
uses for their skills and teclmolo- 


From swords to ploughshares 

Many advances in information and communications technology 
were triggered by costly defence research projects. But now, as governments 
}■■■. ^imdthe world make big nuUtary cutback, high technology companies 
are seeking new commercial markets, reports Geoffrey Naim 


“The growth we get from 
defence Is not bad; but it's not as' 
good os the rest of our business," 
says Pierre Yves SJmanot, mar- 
keting director at Anglo-French 
IT services group, Sana. 

Defence revenue has dropped 
from 24 per cent of Serna's turn- 
over In 1996 to 20 per cent last 
year. The deepest defence cuts 
have been made tn high-tech pro- 
jects, many of which were 
dreamed up before the collapse of 
the Warsaw Fact Critics say bat- 
tlefield digitisation technologies 
(see report, page thne) are largely 
irrelevant to the crude warfare 
practised In Bosnia, Rwanda or 
Somalia or to peacekeeping mis- 
sions. 

*T am not sure if the projects of 
the 1980s are still appropriate," 
says Mr Stotojnot. "Military 
operations today are rarely war 
operations." Only the Guff War 
baa so far given the defence 
Industry a chance -to test its high- 
tech weaponry in earnest. But 
the pentagon is having to scale 
buck investments In such tech- 
nologies to satisfy more pressing 
demands m its coffers - such as 
the *2bn budget overshoot for 


stetiaategPS troops in Bosnia. 

hi Europe, the bid threat from 
the East has vanished and with it 
the justification for many defence 
projects. France and Germany, 
for roample, have scr a pped plans 
to indude an advanced informa- 
tion system In the! Tiger attack 
helicopter they are jointly devel- 


Othbr projects have been killed 
by governments disillusioned 
with, the cost -over-runs and 
delays that seam to. plague mili- 
tary FT systems. In February, the 
UK Ministry of Defence cancelled 
an dectronic warfare system that 
was five years late. - 
The. end of the Cold War has 
had a tremendous tmpaftt on the 
. defianc e Industry, triggering lay- 
offs and mergers an bath sides of 
the Atlantic. More than 28,000 
defence workers have lost their 
jobs in the San Diego area of Cal- 
ifornia, far example. 

The trend is for foam over, to 
February, the US aerospace com- 
pany Northrop Grumman became 
the latest in a long list of defence 
c nn rr B ctn m to alhn down: it will 
dose four plants and died 755 
Jobs. Texas Instruments and 
Hughes Electronics are pulling 
out of defence electronics ahd- 
sdltog their interests to Ray- 
theon. Lockheed Martin haapro- 
posed to buy the defence arm of 
Loral. - 1 ' , : ; " 

When it comes to beating 
swords into ploughshares, the 


US-based Rockwell International, 
famous for the B1 bomber, exptar- 
imental aircraft and rockets, has 
now made a remarkable shift 
from defence to commercial mar- . 
kets - see report, page two. 

In Bmppe, consolidation is also 
happening: France seeks a buyer 
for the state-owned defence elec- 
tronics firm Thomson CSF; Ger- 
many's Siemens is looking to 
withdraw from. defence electron- 
ics; Italy's state-owned Fin- 
meccanica wants to combine its 
defence activities with the UK’s 
GEC-MaroonL - 

To cushion the impact of 
declining defence sales, many IT 
companies are seeking new com- 
mercial markets. The US govern- 
ment has earmarked 9600m 'to 
encourage ibis trend. But the 
change Is not easy for companies 
that have grown fet an generous- 
ly-priced defence work, to the 
(xaomhrcfol sector, margins are 
summery projects shorter and 
competition greater. . 

US suppliers are particularly 
keen to learn from Israel’s IT 
industa^s successes to finding 
cxvfUantoses for mfitiary technol- 
ogies. The two countries have set 
up a teak force to farther pro- 
mote Israel's dual-use technolo- 
gies and find. US partners - see 
report, page four. 

In toe US, "major defence con- 
tractors are coming- -to us and 
saying ‘help us out,’ * says Len 
Zogai a senior analyst with Frost 


A Sullivan who spent 12 yean 
working tn defence. 

The research group has identi- 
fied 44 high-tech sectors where 
military expertise could find a 
market niche, ranging from 
industrial electronics and test 
equipment to satellite communi- 
cations. Some companies have 
found their own niche. Spanish 
warship builder Bazan has con- 
verted its anti-missile technology 
into system for monitoring forest 
fires. The system uses infrared 
cameras to locate fires and has 
been installed in several Spanish 
forests. 

One of the largest IT compa- 
nies to the defence sector is US 
services giant Computer Sciences 
Corporation (CSC). It decided to 
reduce defence and government 
work several years ago, and fed- 
eral revenues have tons dropped 
from 57 per cent in lflS2 to 37 per 
cent last year. 


Thinking Machines, re-emerged 
to 1995 but It has learnt its les- 
son. It now sells software far data 
mining rather than exotic hard- 
ware and focuses on commercial 
markets, such as risk manage- 
ment and fraud detection, rather 
than defence. 

- The most difficult conversion 


thar IT companies have 
■ ■ been less successful at 

vkJr coping with a drop to 
defence orders. Since 1904, three 
supercomputer suppliers have 
Died for Chapter If protection, 
victims of defence cuts - military 
applications were once a big mar- 
ket for supercomputers - and 
advances in commodity processor 
technology toat.bave made speci- 
alised number-crunching hard- 
ware Obsolete. 

One of toe other companies, 


countries, whose defence suppli- 
ers were once an industrial elite 
but now struggle to buy raw 
materials and pay salaries. Nato 
believes the successful conver- 
sion of the defence sectors of 
these countries is crucial to their 
economic reform. The European 
Union, US and Japan have spent 
EcuB5m (equal to 974.7m or 
£4&8m) during the past two years 
on 200 projects to help 1L 000 Rus- 
sian military researchers switch 
to dvll activities. 

"to the former Soviet Union 
there is an enormous reserve of 
scientific and technical know- 
ledge but noons knows how to 
transform it into commercial 
products," says Ernie TriHas, an 
expert an defence conversion at 
the Polytechnic University of 
Madrid. 

Stills firman Jg an n** Tri p le of 
successful defence conversion in 
the former Soviet Union, This 
Russian c ompute r company was 
founded in 1992 by engineers 
from the aviation industry cen- 
tred around Zhukovskiy, near 
Moscow. The end of the Cold War 


brought dramatic changes - "we 
once had access to the best 
people and technologies, but by 
1992 the government could no 
longer pay decent salaries,” says 
Timur Issev, head of marketing 
at Stem Coman. 

Sttos Coman was founded to 
produce a cheap PC, the Amata, 
assembled from components 
Imported from Germany. The 
Amata to still made, but 70 per 
cent of the company's $60n turn- 
over now comes from higher -mar- 
gin network integration work. It 
has agreements with Cisco and 
Northern Telecom. 

Many IT companies insist there 
are still opportunities to be had 
in defence. But the emphasis 
today is an services such as out- 
sourcing and software to improve 
logistics and accounting rather 
than toe Star Wars technologies 
of toe 1980s. 

"Our focus is toe second line 
not the front line,” says John 
Parker, sales manager of Norsk- 
Data ServiceTeam. which pro- 
vides IT services to the UK’s 
MoD. It supports toe computer 
systems that run the British 
Army’s worldwide logistics infra- 
structure, for example. 

Anthony Cote, defence director 
of UK systems house Logics, says 
the MoD has learnt from the com- 
mercial sector and is looking to 
rr to automata functions such as 
payroll and accounting that tra- 
ditionally were labour intensive. 


“Historically, the MoD was 
very ‘wealthy’ to manpower, but 
with the defence personnel cuts 
there is now pressure to get more 
out of IT,” he says. Defence com- 
prises 9 per cent of Logical turn- 
over. 

One of toe biggest changes to 
take root in defence has been the 
discovery that cheap commercial 
off-the-shelf technologies (’Cots’) 
can be as good as military-specifi- 
cation products - “Cots has 
really taken hold and cost- 
savings to excess of 50 per cent 
have been made by the [US] 
Department of Defense," says Mr 
Zuga of Frost & Sullivan. 

Sema demonstrated the value 
of Cots to the French army by 
convincing it to change the speci- 
fications for an IT system so that 
Sema could tender an off-the- 
shelf logistics software package, 
rather than write software from 
scratch - “if you start freen the 
beginning with the view that you 
can use Cots, you can save a lot 
of money,” says Mr S iroocot, who 
estimates the revised specifica- 
tions saved the French army at 
least 10 per cent 
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m Here a an earth shattering statistic. 3Com has already connected more than 42 million users 

to networks around the world! 

. In, fact, 3Com began at the user level and is unique in keeping the user central to network 
strategy. 'This philosophy has enabled 3Com to be the true leader in advanced computer networking. 
- :^^dvrihg haw'networkj work at every level compels 3Com to develop more than the enterprise 
- 'Afe switches and routers to run Fortune 600 global systems, 3Com network-solutions deliver the 
cop^ssent implication response rime critical to organisations planning past the millennium. 

’“Cmaneud institutions, retail, utilities, and many other industries need advanced technology 
- . ^se^&Tng-^^thmr care -to realise, competitive ad vantage. 

Our reputation for reliability- value, 
customer support, and solutions are unrivalled. 
Make 3Com your natural choice. 

www.lcoffl.cpn 
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•CYBER'.'n^ 


West faces prospect of hacker warfare 


How even ordinary personal computers 
could be used to disrupt economies and 
bring nations to their knees 


F uture wars may be waged 
not with missiles, tanks 
end land mines, but by 
using computer' keyboards, virus 
programmes logic bombs*. 
Nevertheless, if. foe ‘information 
war* experts are} to be believed, 
the results could be just as dev- 
astating. 

Over the past decade, informa- 
tion warfare has stepped right 
out of the pages of a sci-fi novel 
to become both a potent new 
weapon in military arsenals, and 
conversely a frightening new 
threat to be countered. In the US 
and elsewhere in the developed 
world, military minds are facing 
up to the prospect of having to 
wage cyber warfare against per- 
haps an unseen enemy. 

Almost 30 years after the US 
Defense Department created the 
Internet as a co mmuni cations 
system invulnerable even to a 
nuclear attack, the global web of 
computer networks is Itself now 
viewed as a national security 
risk by the Pentagon and other 
military security chiefs. 

The increasing dependency of 
government agencies and com- 
mercial businesses on networks 


of computers that support criti- 
cal functions such as banking, 
communications, air traffic con- 
trol and law enforcement,, 
together with the rapid growth 
of international access to the 
Internet, has created new and 
substantial vulnerabilities. 

“We are rapidly getting to the 
point where we could conduct 
warfare by dumping the eco- 
nomic affairs of a nation (via 
computer networks},” said US 
Senator John Glenn in response 
to testimony before a hearing on 
cyber security last summer. But 
the potential to wage cyber war 
is a two-edged sword which can 
be used by »nd against a nation. 

Until relatively recently, the 
concept of information warfare’ 
or ’cyber wars' had been largely 
dismissed as alarmist rhetoric 
pumped out by those with an 
interest in maintaining the 
West's vast intelligence appara- 
tus. But the potential use of com- 
puter networks to undermine 
public confidence, disrupt essen- 
tial services, play havoc with Ihe 
economy or damage military 
capabilities, is now Mng taimn 
seriously in Washington and 




The Pentagon: target for at (east 250,000 computer 'attacks' a year 


elsewhere. According to the US 
National Security Agency, poten- 
tial adversaries of the US in 120 
countries are gathering data via 
the Internet about US Defense 
Department computer networks 
and developing methods of 
lannphing untraceable attacks to 
disable or compromise them. 

Data from a report last year by 
the US General Accounting 
Office, the investigative agency 


of the US Congress, suggested 
that Pentagon computers are a 
frequent target of hackers. 
“Hackers have stolen and 
destroyed, sensitive data and soft- 
ware. They have installed 'back 
doors’ into computer systems 
which allow them to surrepti- 
tiously regain entry . . . they 
have crashed entire systems xnd 
networks,” said Jack Brock, a 
GAO director. 


At a witrimnm, these attacks 
are a multi-miDi on-dollar nui- 
sance to the Pentagon. At worst, 
they are a serious threat to 
national security. Defence 
Department computers contain- 
ing non-dassified but senstttve 
rfatn are attacked about 230,000 
a year, according to the 
Defense Information Systems. 
Agency, a Pentagon computer 
security force which has opened 
a “cantinuity-of-operatioDS* cen- 
tre in SUdell, Louisiana. 

Another military unit, the 
Automated Systems Security 
Incident Support Team, is the 
Pentagon's emer genc y team ded- 
icated to responding to attacks 
an the US military's panoply of 
computer systems. In one 18- 
mnnth period the unit received 
28,000 calls for help and isolated 
thousands of hacker pro- 
grammes, known as 'critters’, 
which are then saved for future 
research. 

In the. wake of. the Gulf War, . 
doomsday scenarios such as 
panic on the world's stock-mar- 
kets as share prices inexplicably 
plummet, or a run on commer- 
cial banks after customers' 
accounts are plundered electroni- 
cally by mercenary ‘hackers’, are 
being taken much more seri- 
ously. A number of high-level 
studies Including one by the' 


Washington-based Rand Corpora- 
tion which conducted a number 

of cyber ^terrorism exercises on 
behalf .of - thai .Secretary of 
Defense have' also been com- 
pleted. A report summarising Us 
findings; cafied A Strategic Btfdr- 
motion warfare: A ’New Pace of 
War, concluded that “the fea- 
tures and hkely consequences of 
strategic information warfare 
point to a basic conchislan: key 
national military , .strategic 
assumptions are obsolete and 
inadequate for confronting the 
threat posed by strategic Infor- 
mation warfare.” 

S uch warnings have 
prompted all three wings 
of the US military to set up 
‘Infowar* offices, staffed by grad- 
uates from the National Defense 
University in Washington, who 
have been trained in everything 
from defending against computer 
attacks to using virtual reality in 
-planning- battle manoeuvres. 

Intelligence agencies in the US 
and elsewhere have also begun 
“dabbling in hacker warfare.” 
According to a cover-story in 
Time magazine, published 18 
months ago, the National Secu- 
rity Agency and tepeecret units 
in the three armed services have 
been researching ways to infect 
enemy computer systems with 


virulent strains of viruses. 

Another type of computer pro 
gramme called a 'logic bomb' can 
remain, dormant in ' an. enemy 
system a predetermined- 

time and then ' wake up and 
begin destroying data. There 

have been reports that the OS 
Central Intelligence Agency also 
ran a clandestine scheme known 
as ‘chipping’ under which booby- 
trapped computer chips were 
directed towards weapon^ 
systems destined for potentially 
hostile countries. 

But some Infowar weaponry is 
even more exotic Far example, 
the Los Alamos National Labora- 
tory in New Mexico developed a 
std tease-sized device which gen- 
erates a high-powered electro- 
magnetic pulse. Positioned out- 
side a central bank or a 
communications centre, the 
device can literally burn out all 
the electronic components in a 
building. 

As author Winn Schwartau 
notes in his book Information 
Warfare: Chaos on.the Electronic 
Superhighway'. "Information ' 
w a r fa re is an electronic conflict i 
in which information is a strata- , 
gic asset worthy of conquest car 
destruction. Computers and 
other communications arid infor- 
mation systems become attrac- 
tive first-strike targets.” 


CASE STUDY: 




Bold move by Rockwell 


The giant US defence company is 
achieving a remarkable transition 


W hen it comes to the 
subject of beating 
swords into plough- 
shares, US-based Rockwell 
International provides one of 
the best and most visible 
success stories and shows 
that it is possible for a giant 
defence company to move 
from the cosy world of gov- 
ernment defence c o ntracts to 
the very competitive market- 
place of the commercial sec- 
tor. 

Last August, Rockwell 
completed Its strategy of 
transforming itself into a 
commercial company by sell- 
ing its aerospace and 
defence business units to 


Boeing for about $&2bn. 

The company - which was 
famous for the creation of 
the B-l bomber, experimen- 
tal aircraft, propulsion 
systems for Atlas and Delta 
rockets - would, instead, 
now make its way In com- 
mercial markets and build 
on its reputation as the lead- 
ing supplier of communica- 
tions chips, and providing 
products for the automotive 
industry. 

The Kile to Boeing forms a 
business strategy that was 
adopted by Rockwell in the 
mid-1980s, during a time 
when Boeing relied on about 
two- thirds of its revenue 


from government contracts 
for such high profile projects 
such as the B-l bomber, spy 
satellites and Space Shuttle 
programs. 

Along with other large 
defence companies, Rockwell 
saw that the end of the Cold 
war would bring problems, 
and instead of trying to fight 
with its rivals for a declining 
market share, the decision 
was made to take its technol- 
ogy and redirect it to com- 
mercial markets — markets 
that were expanding, rather 
than contracting. 

Rockwell's success in mak- 
ing the transition from its 
huge reliance on govern- 
ment contracts that involved 
leisurely multi-year deals 
with safeguards for ensuring 
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profitability, to the unpre- 
dictability of commercial 
markets, is a stunning 
achievement Many manag- 
ers like to talk about “the 
major paradigm shifts” that 
must be understood and 
adapted in making money in 
fast-changing worldwide 
markets. 

But for a company like 
Rockwell, which understood 
the world of government 
contracts and the fundamen- 
tally different economies of 
that market, to successfully 
move to the very different 
riemandw of commercial mar- 
kets, represents a paradigm 
shift of a magnitude modi 
greater than that faced by 
. most large businesses. 

Rockwell's Semiconductor 

The Open 
Group 
clarifies 
its role 

Letter from Mr Simon 
Lofthouse of The Open 
Group: 

Sir, The article about the 
future of Unix and Microsoft 
Windows NT in the March 
issue of the FT-IT Review 
was certainly one of the 
better pieces of coverage cm 
this subject, but I would like 
to clarify the position of The 
Open Group. 

Referring to The Open 
Group as “representing the 
Unix camp” is a little 
mi-nloariing as it Irn plipa that 

we recommend Unix over j 
other products. 

The Open Group does not 
and cannot support or 
promote one product over 
another. We can wunmwit 
on technologies in respect to 

OUT rinfir rit irm of an open 
system, but it is the user 
community that decides on 
the success or failure of a 
product, not vis. 

With over 300 members, 
many of which use both NT 
and Unix, we understand the 
need for our activity to 
remain relevant to the 
industry as a whole, which 
includes both operating 
systems. 

Yes, a lot of our sponsors 
have successful Unix 
operations, but many of 

thwn , miffh sta TUg ft al 

Equipment Corporation, also 
support NT. Microsoft has 
also been a member for some 
time and we have worked 
closely with the company an 
a number of occasions. 

Simon Lofthouse, Corporate 
Commumcatzons, Europe, 

Ha Open Group, Apex 
Plaza, Forbury Road, 

Reading RGl 1AX; email: 


Tel : +44 (0)118 $50 8311 Xt 
2347; fine + 44 (0)118 950 0110 
http: Iftmow.opengrouprjrg 



The end of the Cold War signalled a shift h strategy 


division, represents one of 
the company's fastest grow- 
ing businesses: its focus an 
communications chips, espe- 
cially computer modem chip 
sets, has made it into the 
leading supplier of modem 
chips to the majority of 




modem manufacturers. 

Modems are expected to 
become a $5bn market this 
year, and Rockwell is lead- 
ing the way with fast 56 kilo- 
bit per second modem chips 
that will help speed up Inter- 
net access for millions of 


modem users. Last year, 
Rockwell also ; acquired 
Brooktree arri its technology 
for producing chips that sup- 
port modem communica- 
tions <ffas high as LAmegar 
bits per second, opening, a. 
way for even faster Internet 
connections. 

It has also begun work on 
. a new $1.2bn fabrication 
plant that will churn oat 
Tiriiifnna of its modem chips, 
showing it is able to make 
the tough investment deci- 
sions that are necessary to 
stay ahead in commercial 
markets. 

A key. part of Rockwell's 
business metamorphosis haa 
been the way it has changed 
its information technology 
structure. The company has 
1 embraced a distributed com- 
puting environment, rather 
than its former centralised 
systems.. It, h a a 
installed optical disk storage 
systems, groupware, product 


. j\a Ult' Mnant BjdfjBDB 
and video conferentixlgrto 
help guide its -businero3^at- 


- Rockwell’s transition^!®® 
been rewarded by Aj^*dy 
„ growth, but it has m^mt> jt 
b*n hud to make somrosy 
tough deefatons alonj&tfae 
way, dropping; unprofitable 
parts of its buslnesa^ehd 
making the necessary invest- 
ments in profitable pajrts’cf 
Its business, such 
Rockwell Automation divi- 
sion which make motazsrand 
drives for factory pro^^tion 
lines. ’* JS-* 

Furthermore, as tfijs US 
Defense Department s^byea 
more toward relying*^ on 
adapting commercial prod- 
ucts. Rockwell can stfil be a 
supplier of key technologies 
to the government, but with 
tiie added benefit of refining 
its technology through the 
competitive markets of the 
commercial sector. 


Military men have re-think 
on off-the-shelf solutions 
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The battle to cut 
costs means 
squeezing value 
out of every 
contract 


C omputer security has 
been a formal concern 
in the defence estab- 
lishment since the early 
1950s. With desktop PCs 
appearing throughout bases 
and onboard warships dur- 
ing the 1980s, the threat of 
electronic emanations bring 
intercepted and interpreted 
created a temporary panic. 

Then, for a short period, 
personnel operating comput- 
ers in frontline units were 
ordered to run two systems 
side by side in order to 
scramble screen emissions. 
The Tempest Specification, a 
hardware definition that 
demanded systems hardened 
against external spying, 
became standard. 

As compute* systems pro- 
liferated, defence officials 
faced a further dilemma. 
Technology offered adminis- 
trative efficiency, but hostile 
TiarWwg or the introduction 
of a virus could do the same 
damage as a bomb. 

The UK’s Ministry of 
Defence is independently 
credited with possessing 
almost uniquely secure 
systems - a 40-year history 
of assessing computer 
threats has guaranteed that 
high reputation. But the cost 
of this vigilance has been a 
massive bias towards 
bespoke IT developments 
and the exclusion of cheaper 
and more pop ular commer- 
cial systems. 

With the emergence of the 
commercial off-the-shelf 
(‘Cots’) doctrine of IT pro- 


curement the MoD had to 
rethink its attitude to secu- 
rity. 

Keeping defence projects 
within the department’s 
£2 1.7 bn annual budget 
means squeezing value out 
of every single contract. Gra- 
ham Paterson, assistant 
director of technical infor- 
mation security at the 
Defence Ministry in London, 
says Cote Is provoking a sea 
change in military systems — 
“if we can get good security 
within Cots; then the 
knock-on effect could be 
enormous. Getting rid of 
bespoke systems could cre- 
ate huge cost savings". 

The MoD has not quite 
arrived at these savings.- But 


approach to IT security as “a 
bump in the wire”, TnnaTwng' 
an encryption barrier isolat- 
ing the system or local net- 
work to create the MoD’s 
beloved “islands of secu- 
rity". 

TDP satisfies. Alyaon in 
that it contains algorithms 
that make any attempt at 
tampering with message en 
route “very obvious”. 

. With TDP. the. defence 
community has its eye ah 
economies, Alysan confirms. 
“Normally, we spend money 
on top of the standard equip- 
ment price-tag to add our 
own security. The idea of 
TDP is to interest the com- 
mercial world .In developing 
secure software that we can 


Paterson thinks it is heading ■ be happy with.” ; 

in the right direction, cour- r; Abbey Wood is a very 


tesy of the Sec urity in Open 
Systems Technical Demon- 
stration Progr amme , known 
as TDP. Funded on a 
half-and-half basis by the 
MoD and a consortium of IT 
suppliers including Micro- 
soft, Novell. Digital and 
EDS, this has resulted in a 
series of seminars proving 
that commercial sys t ems am 
broadcast messages to the 
MoD's own security stan- 
dards. 

The technical standard at 
work here is called Public 
Key Encryption. It Involves 
two software programmes: 
one. the public key, encodes 
the outgoing message; and a 
second, user-confidential 
key, translates it for the 
recipient. For the MoD, this 
is a departure from received 
wisdom. Abbey Wood, a pur- 
pose-built £254m develop- 
ment outside Bristol, hous- 
ing the MoD Procurement 
Executive, is home to TDP 
project manager Jim Alyson. 
He describes the traditional 


“The Internet can mean the fast lane 
for your business or the highway to hell. 
Don’t even think about it, call DIGITAL.” 


potent symbol of the MoD’s 
attempts to streamline its 
relationship 1 with defence 
suppliers. The 4,250 staff at 

I ‘Firewall 
software' is 
high on the 
shopping list 

Abbey Wood deal with 630 
leading suppliers, plus 10.000. 
other businesses. The MoD 
wants to move towards elec- 
tronic commerce in its deal-, 
togs with these suppliers, 
but the security question is 
hindering that development 
Back in London, Paterson 
agrees that the Internet is an 
obviOUS delivery machnniam 
- “we don't ignore it but we 
don’t use it with bur primary 
systems either. If you’re con- 
nected. what will yon 
import?" 

An Internet terminal sits 
to one comer of Paterson’s 
office, but it is resolutely a 
standalone system .with no 
connection to any other MoD 
machine. 

“Really grubby viruses” 
are Paterson's big concern, 
and none of them will enter 
Whitehall's systems via the 
Internet Firewalls, security 
programs that face both 


whoever writes a firewall 
program that meets -with 
Paterson’s approval. “We are 
taking a cautious approach, 
we’re waiting for folly evalu- 
ated firewalls to arrive,” he 
says. 

The computer systems 
giant, .Unisys, won the con- 
tract to install Abbey Wood’s 
IT infrastructure in a £40m 
deal. Under the umbrella 
term, Aspect, Unisys 
brought in popular commer- 
cial software from suppliers 
such as Oracle and Microso ft 
to form a suite of computer 
tools. :.1‘- 

The problem confronting 
Unisys was that • - each 
employee might want tbJog 
into several tools in i the 
course of a day’s work, $iit 
much of that work iuvbfires 
confidential details of .con- 
tracts. Rather than issue 
Aspect’s 4, 250-strong user 
community with a : bag of 
passwords, it ccmstructed a 
security architecture named 
‘Single Slgn-On’. _ ' . 

Unisys’ project director 
Mike Spanner says any user 
can log on wfth the one pass- 
word; he then gets a profile 

of those parts of the system 

be is authorised to use. Sin- 
gle Sign-On -funnels users 
- into Just the right areas and 
protects other work while 
avoiding.' lengthy logon pro- 
cedures and long lists of 
passwords. 

: Spanner points out that 
giving people several pass- 
words only adds to the temp- 
tation to volte them down - 
a fundamental breech of 
security procedures. 

The worid of Cots andTDP 
will open doors to commer- 
cial software suppliers. And 
Paterson’s admission that 
' firewall software is high an 
the MoD's shopping - list 
means trasfoass for whoever 
can reach the elusive cqm- 


viability and the highest 
security stemdards: • 
According ' to ..Paterson, 
suppliers: should not' be :tp° 
Intimidated by the MoD’s 
understandable security 
fieri - ‘•nobody Txas a 

solution, ff we “wa ntto rigek 
to the Cots phflasdpbyr ^ 
must Mdw and cams wfth 


Coll 0800 393 200 or visit 


ways and act as a gate- solution, ff we want t 
guardian for computer net- to the Cots pbfioscS* 
works, can allow the users of .must and,..cosni 
sensitive systems to connect best-of-breed solutions' 

to the outside world. And : 

the UK defence community Systems security report see 
could be a big customer for pages 5 — 7 





Ie *en 




FINANCIAL TIMES WEDNESDAY APRIL 2 1997 


JT in defence 



FT- IT 3 


1 


1 • | w«T«'d 


fJirirohi, 


•■‘fim-aste 
'r.HlMljon it 


R’Ki- w«a> ter 
nli'ac ii 
wipn-feate 
•Ni>rt!«5 


dm 

:.v r.;n!.Tf oJ 
,r v 


itmi-w bow 
f r« tvinjr c 


C t t>-i ?irtcu4^30 

nv.vns buiWi. 


U-ncch 1* 

.•k.-b A dr 


& 



'4 ' •;*• 











■f Tr T? T 


Join! S : AR- 




rt*k* 


«T» u 



cameras are being developed 
" to spot mobile wnwly irnttn 
^nitam such as the Lock- 
heed '’Martin ‘"Longbow” 
-Tartar Twang fitted to US and 
> UK*- MoTWiwwon Douglas 
Apache helicopters will 
‘‘paint” the entire battlefield 
in a few seconds, fixing the 


position, of all . armoured 


Weapons are also being 


developed to make use of 


this nat p Once me enemy Is 


located, speed is of the 
essence, so that the target 
c an be destroyed before ft 
has a chance to move. The 
Pentagon last year granted 
Boeing a contract worth 
over fllra to develop ah air- 
borne laser, which could 


Companies such as GEC- 
Marcomi, BAe-Sema, Wmbwhi 
P lessey in the UK. and Lock- 
heed Marlin and EDS in the 
US, as well as a boat of oth- 
ers, are queueing np to take 
■on the. challenge. Yet with 
many of the sources of infor- 
mation providing different 


types of data and protocols, 
the task of fusing the data in 


battle conditions is fear- 


someiy dWWcnlfc 
Three examples from the 
UK demonstrate some of the 
pitfalls. The Bowman battle- 
field radio p rog r amme was 
originally designed as a 
straightforward network 

raring « wmrK»rf T lqf eq uipment 

for nseby the British Army, 
imd pitched a team frrM 1 


«» 
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gramme has been repeatedly 
delayed and costs have 
soared. In pert, this is under- 
standable. in an area of rap- 
idly moving technology, it 
does not make sense to crys- 
tallise to early a system 
Which wCl be in service tor a 
generation- ' 1 * ' • 


hut the task of integrating 
mflKons of lines of computer 
code from many sources 
remain formidable. 

In the US, the Pentagon is 
toying with foe overall idea 
of a “system of systems" 
integrated command. Bat 
early trials with part of the 


cracking methods, yet Penta- 
gon computers are regularly 
penetrated (see report on 
Cyber warfare, facing pageX 


Transmitting the entire 
information base on a 


radio web would be highly 
risky unless the links really 


are secure. 

As with other develop- 
ments, the grandiose Revolu- 
tion in Military Affairs 
seems unlikely to eliminate 
the fog of war. instead, foe 
uncertainty, fear and mis- 
takes are likely to drift Into 
the cybernetic battlefield. 


m 




with a odmpao DrsKPAo 

CAN \Wi 80 T ! M !: 8 MOMl: [ 
ON ON! flOPPY DISK, 


r 


mcaa's Dt 


L3-120 di 


„ 7 £^vS?E 3 e 3 

v ’r •. i I Vr'f .-•'“■f? ' '."T'r; :rv "T- 7 " ;• • ■ ' 7/jj nvc-vT; \ 


can save you money 

town* 



; f = L Ail* L ~ x i5v. - j 


- : D A S»' 


,» ; : \0 I 


(O i S '1 


Oil I i " li ! IN <- in ‘ ;, l 


COMPAQ. 



























IV 


FINANCIAL TIMES WEDNESDAY APRIL 2 1997 



Leaving nothing to chance 


Military chiefs order checks on weapon 
systems with embedded chips which may 
not recognise the year 2000 date change 


M ilitary experts an both 
sides of the Atlantic are 
trying to £ace down 
what could be the most serious 
peacetime threat to the effective- 
ness and reliability of their 
operations since the end of the 
cold wan the so-called computer 
•‘millennium bomb" problem. 

At its most simple, it is merely 
a glitch in the way dates are 
recorded that prevents computers 
from differentiating the year 2000 
from the year 1900, because most 
older computer systems were 
only programmed with a two- 
digit date-field to serve them 
until the end of the century. But 
computers with two-digit date 
fields are everywhere in both 
British and American military 

hardware - including “embed- 
ded'' computers that are part of 
missile systems. 

According to Robin Guenier, 
executive director of the UK gov- 
ernment’s Taskforce 2000 group, 
senior military officials are con- 


cerned about what wifl happen to 
missile systems that have embed- 
ded chips in them designed to 
maintain record fafarmatfan 
about when the missiles have 
last been serviced. Some of these 
missiles are apparently designed 
to completely shut down when 
they have not been serviced for a 
specified period. 

Guenier says he has been told 
in discussions with military offi- 
cials that when the Year 2000 
roils around, these systems will 
record their current date as Janu- 
ary 1, 1900 and therefore the cal- 
culated date since last service 
will be decades - cansing the 
systems to Instantly shut down. 

“The problem with embedded 
chips was probably the bigger 
part of their problem - and logic 
chips are embedded all over the 
place,” he says. “Many are old, 
the manufacturers don’t exist 
any more - therefore finding and 
fivVng thorn can’t be do ne in an 
automated fashion. It is a big. 


important and disturbing job.” 

American officials are even 
more blunt Guenier says that at 
a Washington conference, he was 
told that “if [tail’s dictator] Sad- 
dam Hussein wanted to launch 
an attack on the US, the first day 
of year 2000 would, be the time to 
doit”. 

Needless to say, the problem 
has been very much on the 
minds of US go vernm e nt officials 
and the US Department of 
Defense (DoD), which has held a 
series of meetings with the US 
House of Representatives Sub- 
committee on Government Man- 
agement, Information and Tech- 
nology. The latest meeting was 
held last month when the DoD 
reported that its plans for han- 
dling the crisis were “on track”. 

Stm. in reports dating back to 
last year, the Defense Depart- 
ment admitted that embed- 
ded chips in their weapons sys- 
tem do represent a unique 
problem. Many year 2000 prod- 
ucts do not weak with the older 
languages. As a result, the 
department will be required to 
reallocate resources to solve the 
problem manually or to develop 


“in-house” automated support 
tods. . 

The DoD has a number of 
embedded weapons systems that 
mntain ‘ computer chips. “Usu- 
ally, the DoD is the sole customer 
of such chips,” the department 
explained in a briefing to the 
committee last year. “The solu- 
tions to the year 2000 problem 
may require replacement of the 
did chips with new chips. New 
production lines for new, year 
2000 -compliant chips may be 
required, Thfe could fek** signifi- 
cant time and be very costly.” 

MsanwhQe, the Congressional 
Research Service Report on the 
Year 2000 issue prepared for US 
military n c p n r ^ pg last year, high- 
lights the 11 THT TIP mnrerrns of the 
DoD that set it apart from other 
Federal age ndas 

“Hardware changes must be 
made in some weapon systems 
whose clocks stare dates using 
two-digit codes,” explained the 
report "Computer chips that 
store dates in ‘firmware’ may 
have to be replaced on missiles 
and other weapon components. 

Same of those chips, however, 
may no longm- be in production. 



Aimed and dangerous? Maybe not - If mtada dock systems do not know whet cfe* It b 


In addition, the DOD has many 

nimeroil computer lan g ua ges for 

which software analysis tools are 
not commercially available. 
Given the limited time end 
resources, the DOD is focusing 
mi its mission critical 

systems, and may use temporary 
fixes for other systems.” 

Finally, statements made by 
US Assistant Secretary of 
Defense Tfiirnnert t Paige, Jr, to the 
House of Re presentat ive commit- 
tee last year, further underline 


the military’s concern about tins systems, so there are fewer Year 
issue: “Inaction is simply unac- 2000 “fixes’ which need to be 
c qitabie; coordinated and collab- made in t hem , 
orative actum is imperative. We . “Nevertheless, we still have to: 
have taken action to address the check all weapon systems for the 
Year 2000 and we will con- Year 2000 problem. When we are 
tinue to take action,” he pledged, -dealing with weapons and their 
“We are placing particular delivery systems,' we must leave 
emphasis on our weapons nothing to chance.” 

systems and on systems. related — — 

to safety. Fortunately, weapons Systems security and the year 
systems are, for the most part, 2000 date problem: pins Inter- 
much less date-intensive than view with leading authority, 
most business information Peter de Jager; see pages 5-7 ■ • 


INNOVATION . ■*, By, MichaeK; p©rapsey;,> ^•^.-qSSSSl^Si 

How defence cuts trigger 
new software business 


IT administration 
systems help to 
boost efficiency 
amid severe cash 
constraints 

T he presence of com- 
puter power in expen- 
sive military equip- 
ment, the “big ticket 
hardware” that takes up so 
m uch of defence budgets, is 
taken for granted. The infor- 
mation processing element 
of fighter aircraft, known 
broadly as avionics, can now 
account for up to 50 per cent 
of the development costs of a 
new type. 

Overall defence spending 
has come under pressure 
since the end of the Cold 
War, but this has not dented 
revenues for the defence 
divisions of software compa- 
nies. Anthony Cole, defence 
director at the UK systems 
house. Logics, has seen UK 
revenue from the sector rise 
by 50 per cent over the past 
three years. In its last six 
months Logics has turned 
over £12.4m in defence, 8 per 
cent of its total revenue for 
the period. 

“At a time when there’s 
pressure on defence budgets, 
IT is needed more than 
ever,’’ Cole explains. Military 
IT spending on administra- 
tion systems can deliver 
much-needed efficiency and 
reduce the number of per- 
sonnel tied down at the 
“blunt end” of the militar y 
machine, he says. 

For front line forces, the 
constant reduction in assets 
available is driving orders 
for companies such as Log- 
ics - “it’s a feet of life that 
we can afford less and less 
aircraft, tanks and ships. 
Clever technology can help 
us achieve results without 
extra military platforms.” 
says Cole. 

Software contributes sig- 
nificantly to the speed at 
which military information 
is disseminated and inter- 


preted. Neural networks, a 
school of software that 
Involves interconnected 
pieces of software analysing 
information within pre-or- 
dained rules, woe a key 
component of a joint project 
between Logica and the 
Defence Research Agency’s 
Advanced Image Processing 
Terminal 

The idea behind the AIPT 
was to allow neural network- 
ing software to search 
through thous ands of ima gna 
taken by a reconnaissance 
camera and identify “the pic- 
tures that matter” by asso- 
ciating them with recognised 
patterns. 

This process is made possi- 
ble by algorithms, written by 
Logica programmers, that 
enhance the visual images in 
the first place. AIPT was 
thrust into the front-line 
during the Gulf War, when 
the Royal Air Force used it 
to analyse film of target 
areas taken by Tornado air- 
craft. 

The application erf neural 
networks to defence prob- 
lems reflects a long journey 
undertaken by software 
houses trying to exploit the 
elusive realm known vari- 
ously as artificial intelli- 
gence or expet systems. 

Exploiting this esoteric 
area has presented many 
problems, but the defence 
community seems to have 
found its way past them. 

In the US Nasa’s Ames 
research facility has turned 
to neural networks to help 
battle-damaged fighter air 
craft make it back to base. 

The $5m Smart Aircraft 
project is taking to the air in 
a specially-modified F-15 
fighter. Joe Totah, an aero- 
space engineer at Nasa 
Ames, explains that the 
Intelligent Flight Control 
Program “observes patterns 
in the real world and then 
learns to carry out different 
tasks”. 

The idea is that the 1FCS 
will send to signals to the 
jet's control surfaces, based 


on sensor data that tells it 
how conditions vary from 
what would normally be 
expected. 

IFCS will take a long time 
to find its way into produc- 
tion aircraft, but future gen- 
erations of US fighters could 
rely on it to stay aloft 
despite severe damage. 

The productivity gains 
trumpeted by software devel- 
opers are having an Impact 
on military projects. War- 
ship builder Vosper Thor- 
neycroft employed mathe- 
matical modelling software 
from US supplier Matlab to 
design the autopilot on San- 
down Class minesweepers. 

This small piece of tech- 
nology allowed Vospers to 
exploit one of the mine- 
sweepers’ most important 
characteristics, a set of 
thrusters under the hull that 
can swivel in any direction. 

This matters in the world 

Nato approves 
the purchase 
of off-the-shelf 
software 
products 

of minesweeping, where a 
vessel needs to hover over a 
fixed point and then move 
slowly and methodically 
over the seabed without 
interference from tidal pat- 
terns. 

Excess use of the thrusters 
interferes with sonar signals, 
so an effective autopilot can 

m»b» a h uge difference in 

the hunt for sophisticated 
mines built to lie on the sea- 
bed and then fire torpedoes 
in response to the distinctive 
sonar signature of target 
ships. 

Henry Robinson, a former 
Vosper employee who now 
works with tie company as 
director of an independent 
consultancy, H Scientific, 
says Matlab allowed him to 
devise a very specific neural 


network. “It's a classic 
example of locking for pat- 
terns and malrfng associa- 
tions: in this case, saying 
‘this is what the wind and 
the tide does, so this is what 
the ship will do* 

Reliance on commercial 
software products fits in 
with a Nato-approved pro- 
curement philosophy of 
‘commercial off-the-shelf , or 
Cots products, (see also com- 
puter security report, page 
Poo of this Reman). 

The Royal Navy's most 
sensitive warships, the Tri- 
dent missile-carrying Van- 
guard submarines, are get- 
ting a whole new suite of 
sonar with associated com- 
mand and control system 
courtesy of BAe Serna, a 
I600strong software house. 

BAe Serna uses software 
from French company flog to 
model the graphics that 
allow naval personnel to 
interpret and react to com- 
plex computer displays while 
operating under the stress of 
warfare. 

Hog cuts back on develop- 
ment time by employing pre- 
written chunks of code that 
generate the desired graphi- 
cal interface. 

Desmond DeLandro, tech- 
nical director at Hog in the 
UK, points out that warship 
design Tym rhang pd dramat- 
ically in the past two 
decades: "You have no 
choice - you must use IT to 
put a warship together today 
because they are four or five 
times as complex as they 
were, 20 year ago. We now 
have more sonars; you have 
to analyse threats a lot 
quicker and you have less 
people to do it with.” 

The entire BAe Sema pro- 
gram for the 16-strong Brit- 
ish submarine fleet is baled 
at £45 m. Pressures on 
defence spending will con- 
tinue, but ironically that 
should guarantee business 
for any software house that 
knows bow to boost produc- 
tivity in the military 
machine. 
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The battles rage on 


The 'virtual battlefield' 
and simulation offer 
many advantages over 
physical war games 

T he Cold War may have ended, 
but battles still must be fought 
and armies trained to fight 
than Simulation systems have thou 
largely escaped defence cuts and the 
latest simulation technologies allow 
today's war games to be both 
cost-effective and realistic. - 
The simulation market has changed 
dramatically in recent years as 
low-cost networked simulators 
gradually ease out the expensive 
dedicated simulators that have existed 
since the 1980s. These traditional 
simulators aim to faithfully reproduce 
what you see through the window and 
the physical movement of the airplane 

or tank. A high-end flight simulator 

may cost as much to build as the 
product it is simulating - but 
operating costs are much less. 

Flight simulators continue to 
represent the biggest share of the 
glflbn worldwide market far military 
simulation systems, according to the 
US analysts. Frost & Sullivan. 

Vehicle and weapons simulators 
have carved out small niches, but the 
fastest growing area is mission 
simulation, includingiietworksd 
simulator systems. These allow war 
games to be played simultaneously by 
players in different locations and so 
simulate battles and wars. By 
networking together systems 
representing tanks, weapons and 
aircraft, armed forces hope to achieve 
the closest thing possible to real 
warfare. 

Many advantages 

The “virtual battlefield” offers many 
advantages over physical war games - 
the traditional way to test strategies 
and new equipment “The US 
Department of Defense is doing less 
and less physical warranting,” says 
Warren Katz, chief operating officer at 
MAK Technologies, a leading US 
supplier of sftnnlatian software to the 
military. 

Physical war games are costly, 
suitable venues are hard to find and 
they face growing opposition for 
environmental and political reasons. 
“Friendly fire” casualties and security . 
concerns are further problems. 


Early simulators were costiy 
stand-alone systems that could only be 
used by one individual or crew and so 
could not train forces In collaborative 
tasks. la 1983, the DoD invented a 
technology , called Distributed 
Interactive Simulation (DIS), to allow 
smulatlons torun an a network of 
cheaper simulatoretypically costing ~ 
*250,000 each. 

In a DIS game there is no central 

Compu ter and each srimnlatnr has to 

“talk* to all the others to ensure they 
have the up-to-date data on every 
object's positfonand speed. 
Ruminating the central server reduces 
the time lag between one simulator 
sending information- and the others 
receivingit 

Realism 

This is vital to the reahsn of the 
simulation: when one tank simulator 
fires a shell, enemy tank simulators 
need to know about it as soon as 
possible to take avoiding action. One 
of the features of the DIS protocol is 
that simulators can “dead reckon” the 
future position of each simulated 
object and this helps reduce network 
bandwidth - each object typically 
needs just 250 bytes a second. 

Networked simulations involving 
more than 5,000 objects have been 
performed in the US. High-speed focal 
area networks and leased lines were 
traditionally used to link players in 
DIS war games, but four years ago the 
DoD created its own intranet called 
the Defence Simulation Intranet, to 
allow players anywhere in the US to 
take part • 

DSI guarantees flie bandwidth 
needed to support a simulation - 
something the public Internet cannot 
do. The DoD is investing up to*500m a 
year to improve DIS and is now 
looking ahead to the next generation 
of modelling and simulation software. 

To do fhis, it has proposed a more 
advanced technology, called Hi gh 
Level Architecture. This has various 
advantages over DIS - it will allow 
several war games to run ‘ 
simultaneously on the same network, 
for 

As with other areas of defence 
industry, the gim hintinn in dustry has ■ 
not been immune from the shift to - 
cheaper off-the-shelf technologies. 

“To tun IMS before, required 
engineering workstations but now it . 
can be done with Pentium-based PCs,” 


says MAX’S Mr Katz. In December, 
MAE announced a new PC-based 
software product designed for the . 
cost-conscious military simulation 
market The product, VR-Stealth, 
provides a SD bird’s-eye view of a DIS.' 
battlefield and allows observers to 
“attach” to a DlS object such as tank 
or airplane and unobtrusively watch 
the battle as it happens. 

VR-Stealth can generate detailed 
images using just a a Pentium PC and. 
a low-cost graphics accelerator card. 
“Ihe costaf 3D image generation 
hardware is plummeting," says Mr 
Katz. Last November, Reid 3D, a 
subsidiary of US defence group 
Lockheed Martin, unveiled a chipset . 
for PC graphics accelerator cards ” ' 
which ft claims matches the 
performance of high-end workstations.' 

The chipset draws an Lockheed 
Martin’s experience in b uilding 
combat simulators and Real" 3D was 
set up to find civilian markets far the 
technology. MAK also sees 
opportunities in the civilian market 
from modifying its software to work 
better wtthslower dial-up Internet 
connections- This would allow 
consumers to play multi-user SD 
games over the Internet Analysts 
believe this market could be worth 
$lbnby2000. 

Training systems 

The US military has started to use 
personal computer ‘arcade game’ 
technology for some simulations, such 
as close combat “It’s an immersive 
simulation, but it's not physically 
realistic in. terms of what you seeon 
the screen,” says Andrew Maurice, . 
image simulation manager at the UK 
systems house, Logica. He believes 
many simulations require greater 
realism than PC-based technologies 
can provide. 

For example, Logica developed 
realistic computer-generated images 
for a training system far a British 
Army missile launcher. The system 
replaces the plrotographs and videos. 
traditionally used to train operators. It 
contains images for 170. different .?• 

targets and can simulate different ■’ 
lig htin g conditions and target' 
distances. ..... - 

. According to MrManricejSUch.;- 
systems cannot be replaced byPC ' 
technology without sacrificing realism . 
- “tile level of detail is just ta 
he claims ' 


INTERNATIONAL. MARKETS . By Geofl^liMW 



T o secure peace, you 
must first prepare for 
war”. Israel adopted 
John F Kennedy's maxim 
long ago and its IT industry 
has become a leader in 
defence technology and find- 
ing commercial spin-offs for 
technologies, designed origi- 
nally for war. 

The uneasy peace in the 
Middle East ensures Israel’s 
IT companies need never 
lack defence work or skilled 
technicians fresh out of mili- 
tary service and trained in 
the latest technologies. The 
country has a world-class 
reputation in areas such as 
digital signal processing and 
encryption technology 
thanks mainly to military- 
funded projects in these 
fields. But despite the heavy 
military emphasis, Israel's 


US keen to learn from Israel's experience 

Israeli defence contractors excel in developing “dual use” technologies which have both military and civilian uses 


IT industry is also successful 
in many commercial mar- 
kets and has been particu- 
larly effective in finding 
civilian uses for military 
technologies. 

While defence contractors 
in other countries are now 
trying to embrace "dual use” 
technologies - those with 
both military and civ ilian 
uses - Israel has been doing 
it for years. 

The US is particularly 
keen to learn from Israel's 
experiences and the two 
countries have set up a task 
force to promote Israel’s suc- 
cesses with dual-use technol- 
ogies and find US partners. 


One of the leading expo- 
nents of dual-use technology 
is Tadirin. Israel’s largest 
electronics company, which 
produces telecoms equip- 
ment, defence communica- 
tions, IT and electronic 
systems. 

In 1996, 33 per cent of its 
Sl.lbn revenues came firms, 
the defence sector but the 
share is dropping - it was 35 
per cent in 1995 - as Tadirin 
seeks out non-defence mar- 
kets for its products. For 
example, Tadirin subsidiary 
Elisra Electronic Systems is 
best-known for its electronic 
warfare systems and sophis- 
ticated jamming technology. 


But it has recently started to 
expand into non-military 
markets. 

In 1996, US firm Qual- 
comm placed an order worth 
970m with Elisra to use its 
communications technology 
in Qualcomm's Trail er- 
TRACS, a satellite-based, 
vehicle tracking system. 

Tr&ilerTRACS allows 
truck fleet operators to keep 
track of their trailer units 
using a satellite network and 
small te rminals mounted 
inside each trailer. The ter- 
minals are matfe by Elisra 
and based on technology 
originally developed for 
resilient battlefield commu- 


nications. 

Another Tadirin subsid- 
iary, ATL, is turning its 
expertise, in real-time mili- 
tary software, such as air 
defence command and con- 
trol systems, to more peace- 
ful uses. It has developed 
commercial real-time appli- 
cations in various areas, 
including automated gnlded 
vehicles, telephone switch- 
ing, automated testing, 
robotics and vision systems. 

Tadiran’s Tactical Commu- 
nication division makes 
radio sets and military com- 
puters for Israeli and foreign 
defence forces. Its technolo- 
gies too are being adapted to 


a variety of- civilian uses, 
such as intelligeiit transpor- 
tation systems, conveyance 
of containers in seaports and 
video compression applica- 
tions. The Internet has cre- 
ated a whole new market for - 
the IsraeE IT Industry and a 
new Diaspora of military- 
trained Israeli technologists 
who are making their for- 
tunes in Cafifonda’s Silicon 
Valley. 

VocalTec, VDOnet and 
NetDynanrics are just three 
of a growing n umber of US 
software companies founded 
by Israelis who fronpri their 
technological during 
military service or working 



for Israeli defence firms. 1 - 

VDOnet has used Israeli 
streng ths in encryption, net- 
working and si gnal process- 
lng to build a software-only 
.video communications, prod- 
uct for the Internet. Last. 
October, Microsoft and. 
phone company US West 
both bought stakes to VDO- 
net. 

NetDynamfes’ Java toolkit 
allows companies to publish 
information stored to their 
legacy databases on corpo- 
rate intranets. More than 300 
companies have adopted the 
product, • and Netscape 
includes it as a key element 
in its toolset for developing 
i nt ra n et applications. 

Vic Morris, NetDynamics 
European vice president, 
believes NetDynamics' prod- 
uct stands oat because of its 
strong security features, 
which , he attributes to the 
Israeli founders and the 
country's worldwide reputa- 
tion for security technology. 

The two founders of Inter*' 
net t elephony firm VocalTec 
started, their hi-tech careers 
doing obligatory military 
service in Israel and Cra ted 
to program as a hobby. For 
several years they dabbled 


. > - ' 

with -ways of t 
voice oyer dat 

and-iriv„ 
lartocbedite 
Internet: *-££& 
allows PC users to fcol.c| 
longdistance telephone 
versations over 
for negligible cost 
_ Many 1 Israelis have 
grated to Silicon VaHeyf; 
commercially' exploit 
oologies and skills i 
walking for the military. But 
the Israeli government ■ is . 
now encouraging would-be • 
entreprenaursto stay home - 
with tax breaks and.R&D. 
grants. • • 

GEO Interactive Media, for 
example, is one of several - 
Israeli firms. skilled in multi- 
media .technology. Its first 
product was an aircraft rec- 
ognition system for the 
Israeli d e fe n ce forces, but it 
has since expanded-to offer 
commercial multimedia 
training systems tor Euro- 
pean and US firms. 

It has also adapted the 
technology to the Internet . 
and offers a browser plug-in, 
called Emblaze, that allows 
full motion animation at 
modem speeds of just 14.4' 
kbits a second. . . 

IT in Israel: a spect*] repeat 
by Paul Taylor win appear 
with the next issue erf tee 
FT4T Review in May . 
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New directions 


; By Philip. 






’<v£‘ * ‘A - * 


*i r. 


. M 








FT - I T 5 


,iv/" jjf 


T he growth of com- 
merce cm the Internet 
and the World Wide 
Web emphasises the impor- 
tance of ah mtem^t ionany 
agreed approach to security. 

The consultancy- Price 
Waterhouse estimate that 

$ 5 Q 0 m worth Of goods and 

services were sold over -fee 
Web in 1995. While this is 
currently only a fraction of 
the total value of credit card 
sales of about gSOObn, it is a 
significant and growing part 
of the business world. 

The trend is av ppct ed to 
accelerate; the US market 


Complex barriers to electronic commerce 


forecasts that the number of 
business users on the Web 
wfll be 14m by the year 2000. 
Home use is expected to 
grow even faster with, aam 
users by' the mum dati» 

A large part of the 
Increased traffic on the Web 
will involve financial trans- 
actions. The economics are 
irresistible: CSC Index 
Research notes in its 1996 
report. Rewiring the Enter- 
prise for the New Information 
Marketplace, that the Inter- 
net Ins the potential to cut 
the cost of doing business 
dramatically. . Peter hot , 
international director at 
CSC, observes; “We have cal- 
culated that in the US the 
cost of a typical transaction 
over a home shopping televi- 
sion channel is $8 to 
whereas electronic shopping 
costs over the Internet can 
be as low as 15 to 20 cents.” 

But this advance can only 
happen in a secure network- 
ing environment “There are 
a lot of solutions for improv- 
ing security - but they are 
all different and they do not 
inter-operate with each 
other.” says Dr Michael 
Waidner, manager IBM's 
Zurich-based network 
research group. . 

Dr Waidner is the technol- 
ogy leader on the Secure 
Electronic Marketplace far 
Europe (SEMPRE) project 
which aims to harmonise 
approaches to . security 
across Europe. Sponsored by 
the European Union .(ED), 
the project began in Septem- 
ber 1995 and is expected to 
be completed by September 
1998. 

“We wanted to make a 
framework where we. can 
integrate all of the different 
security models and get 
them to wori^tog?thec l ” say5 
Dr Waidner. “We have cre- 



While technical solutions abound for 
solving security problems on the 
Internet, there are still, difficult 
political hurdles to be cleared 


-'fceyTssues, .1; 

- 2000.d^ prc±ile*n. 

w* 

ated a layered model, based 
on business documents 
where you can make parts of 
a document ope rate a t differ- 
ent levels of security." 

The first phase of the proj- 
ect aims to create a secure 
environment for electronic 
shopping. The priority is to 


create -& secure channel 
between the retails- and the 
purchaser, regardless of 
international borders. 

Dr Waidner sjays that 
many at the technology 
problems Juwe been solved, 
hot there are poHtfcal and 
social barriers to ov erco m e 
before international agree- 
ment on security will open 
the door to international 
electronic commerce — “ fr nw 
a technical point of view, 
security is not a problem. 
The problem lies in harmon- 
ising contract law between 
different countries". 

The Organisation for Eco- 
nomic Co-operation and 
Development (OECD) is also 
pushing fopiwyri w ith 
for international standards 
for security in electronic 
commerce. A set of recom- 
mendations is to be 

published later month. 

“The plan is to mmo up 
with internationally-agreed 
regulation for cryptography. 
We need to get jt tied down 
now because tepk of agree- 
ment is acting 'as an ihhifai- 


. toe far . intePBtiocally based 
electronic commerce,” 
explains. Dr .Paul Durey, 
dhector of group operational 
risk at Barclays Bank. 

" Barclays is involved in the 
as part of the Busl- 
: Advisory Council and is 

keen to . see an frntFmtrHhnni 
agreement as quickly as po&- 
«ihlp 

“We want the ability to 
use a sufficiently strong 
encryption to carry out 
transactions around tbe 
world - as strong as the pro- 
cedures we currently use for 
each machines. We are par- 
ticularly interested in ensur- 
ing the integrity of financial 
transactions so they cannot 
be interfered with - other- 
wise the whole . system 

l nwnrwc irnwiiing 1 »wi 

“Often, it is not necessary 
to keep a transaction confi- 
dential - but it is important 
. that it cannot be altered, 0 Dr 
Dorey adds. The OECD will 
publish a set of recommen- 
dations which it hopes will 
be inrinflod in individual 

national lngislatinn — in 



Ptaca you- ardors: •lectronfc: shopping over 8 m Mamet has greet potanttal - thare ooted 
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much the same way that its 
Data Protection regulations 
led to national Data Protec- 
tion Acts. Although full 
details of the recommenda- 
tions will not be made public 
n^Hi later this m onth. Dr 
Dorey says that they will be 


based on the Idea of a 
“trusted third party” to 
authenticate financial trans- 
actions - “it is not only tbe 
security of the actual trans- 
action that is important We 
need mechanisms to ensure 
that someone is who they 


clwfrn to be and they have 
the authority to carry out a 
transaction. The trusted 
third party will, in effect, 
vouch for the parties in a 
transaction." 

This process ensures “non- 
repudlatian" of transaction. 


thus making it a legally- 
binding contract Dr Dorey 
says that “trusted third par- 
ties" will be responsible for 
auditing electronic systems 
and procedures to ensure 
they meet tbe standard. 

“This is a new dimension 
for security of electronic 
systems. It has to be at the 
same level as running a cash 
dispenser where you might 
be required to stand up in a 
court of law and state that a 
transaction was authenti- 
cated.” 

Further international 
efforts towards harmonisa- 
tion of security procedures 
are also being sponsored by 
the International Chamber 
of Commerce, (ICC). 

Project E100, scheduled for 
completion In April 1998. 
aims to produce a standard 
for Uniform International 
Authentication and Certifi- 
cation Practices, (UIACP). 

The ICC has published a 
paper “to stimulate discus- 
sion”, hut as Dr Dorey points 
oat, many of the banters to 
international agreement on 
security have little to do 
with the technology: “Many 
of the banters are political, 
social and managerial - and 
they axe likely to be much 
mare difficult to resolve.” 
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M ore than 75 per cent of 
fraud Is committed, by . 
employees, and 

computers are not stopping them 
but actually creating new crime 
o pp or tuni ties and helping to 
perpet rat e old favourites. 

That View - from Authentec 
International, a UK company 
which helps police hi 
computer-related crime ‘ 
investigations, is made all the 
more wurrying by tbe fact that 
couq wfe rrelated fraud has cost 
UK companies alone £U2ta in the 
last two years. 

The urgency of adapting 
systems to handle date 
calculations after the year 2000 
(see reports, next page) has added 
an exta dimension to the issue. 

Europe's biggest IT 
pro f e ss ional body, the British 
Computer Society, says 
companies are ride-stepping 
normal, management - 

get woik started as quickly as . 


Beware the Trojan Horse 

In efforts to solve the year 2000 date problem, some companies are side-stepping normal 
management controls to get work started as quickly as possible, say industry observers 
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possible. It also points out that 
the year 2000 means companies 
are having to taring intake 
numbers of outride staff who are 
mot known to them. This is . 
opening up a risk of insertion of 
so-called logic bombs into 
business systems: pieces of code 
which affect the way programs 
work. 

Authentec adds that the recent 
elimination of layers of 
management means companies 
have to rely mare than ever an 
individual integrity, because the 
remaining managers no longer 
have time to look at paperwork 
. <mch as account reports and .* . 
expenditure authorisations in 


detail. However, cur rent 
employment trends, especially in 
IT, work against this increased 
dependence on inte g rity . 

“Tim emotional contract with 
♦ha employer has chang ed, 
because people no longer see a 
job as taring for life, ” says Dr 
Paul Dorey, di rect o r of 
operational risk at Barclays 
Bank. “Their motivation now is 
not loyalty to the employer but to 
themselves, plus a desire to be 
professional in thrir work. We 
certainly tend not to go for people 
who are motivated only by . 
money.” 

. As well as setting np formal ; 
access controls, Barclays aims to 


prevent fraud befog w rit te n into 
progra m s by having separate 
teams work on different parts of 
asystem. 

“The potential insertion of 
Trojan horse code is a big issue,” 
Dr Dorey says. “We might have 
two development teams, for 
example to separate the 
validation routines from the 
payment programs. Yon can’t do 
this for every syst em , and you 
don’t need to - although yon 
need to be aware of an the 
critical paths: sometimes some 
apparently Insi gnificant pmcna 
coaid be cm a critical path of a 
key overall process.” ■ : 

Dr Dorey believes the growing 


involvement of TT staff with their 
end-users in the business is 
creating extra risks - “in the 
put, the systems people tended to 
work on the central mainframe 
and did not have business 
knowledge of tbe applications 
systems. But as co mpu t in g moves 
more and more to people’s 
desktops, more and more people 
on both sides understand both TT 
and tiie business processes.” 

Even so, he ftfalB that 
i nterfe rence with programs is a 
relatively minor risk - and he 
returns to tiie integrity issue. 
“Mori security breaches are to do 
with misuse of authority, not 
hacking" he says. “Someone who 


has authority to move a tile 
might move K to the printer. We 
caught one contractor brow si ng 
information that was 
confidential, although he had 
a uthority to access that file in his 
systems work.” 

Dr Dorey says automated 
auditing systems can now 
monitor who is accessing which 
files and p rograms, and the 
knowledge that these systems are 
iu place is a great deterrent. But 
much Of the risk still has to be 
reduced at the recru i tment stage. 

This applies equally to 
permanent staff, contract staff 
and service suppliers’ employees, 
and Dr Dorey has seen a 
considerable change here in 
recent years. 

“All these people are working 
for us, so all are the same as 
permanent staff,” he says. “We 
expect external companies to 

Continued on page six 
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Tele-Education 

Stay a kopu and tokrcoxrscs. do research, or **>rt 
toward a degree. NEC's Global College Coacqn will 
cxptmd your apporltadtiv not fialher. For children. 
NEC created CuUoi. the Global Network doss, o 
wekstt iriurv young people fivMtmxoal the world caa 

participate im 


Tele-Medicine 

NEC's TeUDoc «• Srsttmtdkmsphyt}- 
ciam thousands cf miles fratn the optrttt- 
table to be "present 'for co*atfoi- 
duriag lurgtry. NEC is also devet- 
mpport system dan fiU one day 
access to md-dmt miaAyifon 
horns. . 



Imagine, a world where, the l>e$t place' to shop, work, play r 
see mi exhibition, consult ^ physician, or get an Education 
is iii your home. A world where time and location are not 
limitations- This : ts the world of mnltimedia as eoyisioaed 
by NEC. For more than two decades, NEC has combined 
the advanced technology (^ cpmputere, comrniimcations, 
and semiconductors to develop and expand the multimedia 
world. a Wend of ^detfeca&on and anaginadon that will 
improve the quality of liie §ji^Yeryone, At NEC^ fhe future 
comes home. 


Tele-Working 

tyoar own agios, complete vtftk a u«rU- 
\veidecomrmmkatkms Mtvnori. NEC MERMAID 
igmtfnwt hdfa to mate it happen. 
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Systems security / countdown to the year 2000 


IHnsv^l>robiafns « By George Black 




Computer systems 
are becoming 
harder to crack 


Access control 
systems should 
become easier to 
use and more 
secure within 
the next couple 
of years 

T he two big security 
problems which have 
troubled many infor- 
mation technology directors 
are how to effectively 
authenticate the identity of 
users and how to reduce the 
number of password 
systems in use. 

Both of these difficulties 
could soon be overcome, at 
least in part, by technologi- 
cal advances. 

Most password systems 
today do not stringently 
check the identity of the 
person applying for access 
- “in fact, the systems in 
common use are most inse- 
cure," says Mr John Hol- 
land. a director of software 
company Axent Technolo- 
gies, which supplies secu- 
rity solutions. 

These problems are 
caused by technical weak- 
nesses of the systems 
installed and by flaws in 
the way they are imple- 
mented. Many systems do 
not encrypt the password 
.during the request for 
access and are thus exposed 
to interception. 

If passwords are hard to 
remember, people write 
them on pieces of paper and 
stick them to their personal 
computer, for anyone to see. 
The more passwords people 
have to remember, the more 
likely they are to do this. 

However, if passwords are 
too easy to remember, then 
they are probably easy for 
anyone to guess. Access is 
made easier for the intruder 
because people do not 
change their passwords as 
often as they should, so 
their secrecy value dimin- 
ishes. 

Passwords used by people 
who have left the organisa- 
tion are not changed as 
quickly as they should be - 
particularly if the employee 
left in dispute. The 
increased use of contractors 
also adds to the complica- 
tions. 

System manager and 
maintenance engineer pass- 
words are not properly 
guarded and are often used 
by people who should not 
be allowed to do so. Some- 
times, not realising the 
power they have been 
given, they use it to dire 
effect 

Up to now, only a few 


organisations to which 
security is paramount, such 
as hanks, have thought it 
worthwhile to invest in 
developing strong authenti- 
cation systems. The rest 
have got by with rudimen- 
tary security which in 
many cases has obstructed 
bona fide users without 
doing much to keep out 
unauthorised ones. 

However, these problems 
could soon be overcome in 
several ways. Card tokens 
which use a one-time pass- 
word principle have been 
used successfully for remote 
access to corporate systems 
and could find their way 
into wider use by office- 
based staff. 

Each access demands a 
different password which 
the card can generate on 
each occasion. This should 
remove the risk that a pass- 
word could be re-used to 
gain illegal access. One-time 
passwords are expected to 
become much more preva- 
lent 

The use of personal iden- 
tification numbers (PINs), 

High costs 
still rule out 
the wide use 
of biometric 
systems 

generated randomly by card 
tokens, is replacing pass- 
words in some companies. 

The main concern that 
companies have with adopt- 
ing such new technology is 
the high cost, both for the 
equipment and for its man- 
agement 

Tokens at present cost 
around $50 each, but that 
price should drop quite rap- 
idly. Experts say that token 
cards may soon start to be 
replaced by smart cards. 

In two to three years, 
PENS could be held on smart 
cards at a cost of less than 
$10 each, predicts Mr Jeff 
Carr, managing director of 
access systems supplier 
CKS. 

However. Ms Helen 
Flynn, an analyst at the 
Gartner Group, doubts 
whether employers will 
want system password 
information to be stored on 
the same smart card which 
employees use for personal 
matters. 

Getting applications own- 
ers to cooperate over shar- 
ing smart cards to keep 
costs down could therefore 
be a barrier to widespread 
adoption. 


High cost is one of the 
factors which, -at present 
rules out biometfic identifi- 
cation systems - such as 
fingerprint or retina scan- 
nos - for most users. Also 
it is doubtful whether 
people would accept the 
intrusiveness of such 
systems. 

But systems designers 
have not given up on the 
Idea of developing biometric 
technology which would be 
both ch eflp enough and dis- 
crete enough to win over 
the market 

A system which immedi- 
ately recognised a face or a 
voice and so did not require 
a password or P IN, could 
surely he a winner. 

The other big security 
problem for IT managers is 
the need for users to sign 
on separately to several dif- 
ferent systems. 

An organisation which 
has computers with several 
operating systems may 
have different passwords 
systems for each and for dif- 
ferent applications. 

The recent spread of 
Microsoft's Windows NT 
has increased the number. 
Users sometimes have as 
many as 50 passwords, 
according to a Butler Group 
study. 

There have been many 
failed attempts to develop 
single sign-on systems, but 
products of this type are 
starting to come on the 
market. 

An important question is 
whether they can be applied 
across an entire organisa- 
tion. as many users would 
like, but Ms Flynn thinks 
not. “You won’t get one 
product that can handle all 
the access control require- 
ments enterprise-wide, 
although we have seen 
some success at reducing 
the number of password 
systems in use over the past 
six months." 

Axent’s Mr Holland 
agrees: “An enterprise-wide 
solution would be an enor- 
mous task.” he says. “The 
chances of getting everyone 
in the organisation to sup- 
port such an effort are 
small It is not realistic to 
attempt it" 

It could take a huge effort 
just to work out an agree- 
ment on which systems 
each one of many thou- 
sands of employees should 
be allowed to access: decid- 
ing who should pay for the 
controls would be another 
obstacle. Meanwhile, Mr 
Holland recommends to his 
clients that they tackle the 
issue on a departmental 
basis. 
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As a limited otter you can purchase 
the pitot connected organiser today 
- with the guarantee that if you're 
not TOO 3 - satisfied you can simply 
return the product for 3 full refund' 
Intellisync" - ' software is also 
available for compatibility with the 
following Windows applications: 

• Lotus' Organiser 2.1 

* Microsoft ScheduleTWindows 95 
and many more. . 

pilot 5000 


OfMMOueh HoCSyne 
n your PC 


However you say it - You’ll wonder how 
you ever managed betore! 

For lurllifp information or »g test drive the pile): Call flow on 

FREEPHONE 0800 22 52 51 


Mibotics 


www. usr.co.uk/piiotp/ 


It’s later than you think 


The world lacks ‘the management will' to tackle the year 
2000 computer date problem, says Peter de Jager, a 
leading authority on the so-called ‘millennium bomb* 
that could potentially cripple many businesses 


A t least one per cent of 
established businesses 
may go bankrupt 
because of the Inability of 
their computer systems to 
span the change into the 
next century - “this will 
cause a ripple effect through 
the supply chain and cause a* 
mild recession, putting a 
huge number of people out 
of work." 

This is “the best-case sce- 
nario” painted by Mr Peter 
de Jager, the tnternatianally- 
recognised speaker and con- 
sultant who, for six years, 
has been warning the busi- 
ness world and information 
systems community, of 
impending problems. 

With just 993 days to go 
before the 20th century ends, 
analysts have estimated that 
the cost of defusing the 

SO-called * miTI«nnlmn bomb’ 
could be $600bn. absorbing 
up to 50 per cent of the 
world's total IT budget from 
now till the millennium, (set 
also an FT-IT new year spe- 
cial report on key issues in 
IT, published January 9, 
1997). 

More than 90 per cent of 
all computer applications in 
the world are “incapable of 
handling the date change 
because they only record the 
second two digits of the 
year,” says Mr de Jager. 
“When *00' enters a two-digit 
year-field, it causes prob- 
lems. There is really no 
debate because it is so easy 
to demonstrate. The only 
debate is how difficult it is 
to fix it" 

Examples abound erf prob- 
lems to come. Unum Life 
Assurance in the US had a 
b usiness rule that if a policy 
was not touched for five 
years, it was removed from 
the system. In order to do 
this, the computer system 
added five years to the date 
it was last used and com- 
pared the result to the cur- 
rent year, deleting the policy 
if it was less. 

In 1996. 95 plus 5 is 00. 
which is less than 95, so cur- 
rent policies were, deleted - 
“the program deleted more . 
than 2,000 policies before 
someone noticed that the 
income of the organisation 
was beginning to dry up," 
says Mr de Jager. “This is 
the type of problem we can 
expect” 

Mr de Jager does not ask 
people to simply believe 
what he is telling them, but 
to check their own systems: 
“anywhere you see a two- 
digit year, type in 00, and 
watch what happens,” he 
says. 

"In less than a day, they 
will convince themselves. 
But what is frustrating after 
six years is that people are 
so far In denial’ that they 
refuse point blank to do the 
test" 

In the early days of com- 
puting, programmers, 
ignored the last two digits in 
the year in order to save 
storage costs. This habit has 
become entrenched, despite 
the arrival of cheap storage. 

T he problem this would 
cause has never been 
a secret “Seminars on 
the issues of the day ignored 
it but when we went down 
to the bar, we would have a 
grand old time laughing 
about the Year 2000 prob- 
lem," recalls Mr de Jager. 
“People would say things 
like Tt isn't my problem,’ or 
T won’t be with this com- 
pany then’ and ‘I’ll have 
retired by then.’ Others 
would say ‘We will have 
replaced the software by 
then,’ which is the biggest 
myth in the industry." 

In 1991, Mr de Jager 
started speaking out about 
the problem - “T started to 
become an annoyance to the 
industry and 1 wouldn’t go 
away," he says, adding that 
he is “not going to go away 
until we get this problem 
solved". 

Mr de Jager believes he 


didn’t start early enough in 
explaining the Issues, 
although he was premature 
in tmnifl nf the wfllingneM nf 
the industry to accept the 
message. However, a com- 
pany that started in 1991 
woald be in a better position 
today. Kaiser Pemanente in 
US bad started early and,- as 
far as he knows, is still 
working on it. 

The US Inland Revenue 
Service is spending $I20tn to 
solve the problem and Nat- 
West bank has just allocated 
£100 million, he says. De 
Jager estimates that 35 per 
cent of businesses in the US 
are “active” about the prob- 
lem, but his concern is with 
“the 90 per cent of busi- 
nesses outside tlw US that 
continue to ignore this 
issue . . . they have their 
stuck in the sand," he 
says. “Consultants are out 
there, hang in g an doors, bat 
they are getting turned 
away." 

H e points out that the 
UK government, 
which is doing more 
than any other, has allocated 
£170.000 to its Year 2000 Task 
Force - and £600m for a 
party to celebrate the arrival 
Of the Millannitim- 
“It’s ludicrous . . . and 
absolutely silly,” he says. 
What frustrates him is that 
“there is nothing technically 
difficult about the problem 
and we have the capability 
to solve it What we lack is 
an understanding that this 
job takes time, that there is a 
high cost in not completing 
It — and the dpfldltnp is flTwri 
We seem to lack manage- 
ment will to get on with it” 
For some organisations, it 
is definitely too late, he 
believes. These businesses 
have no idea how big. their 
problem is: every company 
which has gone into this and 
looked at it seriously- has 
come back with wia sing le 
message - ‘I didn't know 
that it was this big.’ • 
Unfortunately, 86 per cent 
of aU IT projects are -deliv- 
ered late, or never. Worse 
still, he points out that most 
IT project managers have no 
experience Of manag in g such 

big projects. 

“The abysmal percentage 
of on-time delivery has not 
beat communicated to busi- 
ness managers. Instead, they 
are being told that the year 
2000 problem in thgh- organi- 
sation is under control, that 
it’s not as Mg as the pundits 
would make out and that IT 
will have everything ready 
by the end of 1998." 

Managements are often 
clueless about the risks and 
seldom seem to understand 
that the organisations they 
manage rest upon a founda- 
tion of software code that 
has an expiry date of Decem- 
ber 31 1999, at the very lat- 
est. 

“There is no doubt that 
the IT profession has a lot to 
answer for. The IT manager 
now has to go In the board 
and say. ‘We have been writ- 
ing programs that cannot 
handle the year 2000.’ 

“The manager’s first 
response is *how could you 
be this stupid?' 

“The IT people must then, 
demonstrate that they are 
indeed that stupid. They 
must demonstrate, without a 
shadow of doubt, their 
incompetence. They must 
then convince management 
that they are the best person 
available , to solve the prob- 
lem!” 

The failures are not all 
going to happen bn . January 
1, 2000 says de Jager, who 
expects to see an .escalating, 
number of errors as we move 
closer to year 2000, with a 
sharp increase in 1999. 

. “If you are going to have a 
failure, you win prefer it if 
the system just stops," he 
says, “because then you can 
fix it and your data Is Intact 
The worst situation is when 
it appears to be working per- 


fectly, but some, routine is 
quietly copup ting all your 
data with an incorrect calcu- 
lation." 

Clearly. - organisations 
need to check and correct 
the coding of their programs, 
but there is no guarantee 
that they wDl work. ' 

“There is this very strange 
notion that, if you put the 
clock forward to the year 
2000 and then run your 
application that somehow 
flifc demonstrates that your 
progra m s are year-2000 com- 
patible. but it doesn't prove 
anything." says de Jager. 

He advises taking test data 
and start moving the com- 
puter’s clock forward, tra- 
versing the time between 
now and year 2000. so that 
users can see how the data 
and applications react as 00 
information slowly starts 
percolating its way through 
the system. 

“What proves it is compat- 
ible fa If your system has got 
both 99 and 00 data," he 
says. “You must be able go 
back and forth over the mil- 
lennium cusp with a busi- 
ness process.” 

The Millennium Bomb 
problem was totally avoid- 
able, he says. Every new sys- 
tem could have used four- 
digit years, as should exten- 
sions to existing systems. 
Organisations could have 
hart their erigHng program- 
mers continually working on 
this the problem. 

“It is cheaper to do some- 
thing at a leisurely pace, not 
in a frantic rush, with sky- 
rocketing salaries,” says de 
Jager. 

“There is a tremendous 
amount of waste when you 
have to run very, very 
quickly just to stay in the 
gamp place." 

Embedded processors are 
an area where there is a risk 



Peter de Jager: "The IT profession has a lot to answer for 1 


and some have been identi- 
fied which fail- “We have no 
idea how big this problem is, 
but it makes us very ner- 
vous because we don't like 
unknown risks.” 

Mr de Jager has final piece 
of advice: “Don’t be ‘gun 
shy* of what tills is going to 
cost It is going to cost a 
whole truckload of money - 
but consider the alternative: 
the question is not how 
much will this cost to fix? 
The real question is: ’Do you 
want to continue doing busi- 
ness in tiie 21st century?* 

“If you do, fix your prob- 
lem." 

So where will Mr de Jager 
be at midnight for the new 
millennium? 

“If anybody wants to find 
me.” he says. “I will he in 
Doolin in West Clare, the 
best place for music in all of 
Ireland. 


□ Peter de Jager, a Cana- 
dian citizen, has written and 
broadcast on the year 2000 
problem in many countries. 
He uias invited before the US 
House cf Representatives * sci- 
ence subcommittee hearings 
to testify on year 2000 issues. 
He is also a special adviser to 
the UK's Year 2000 Taskforce. 

He was author of the 
ground-breaking 'Doomsday 
2000' article in Computer- 
world in September. 1993. For 
more information about the 
year 2000 problem and users' 
experience with solutions, 
visit http:Hwww.year 
2000.com. 

□ Leaving nothing to 
chance: military experts 
examine year 2000 implica- 
tions; see report, page 4 

□ Fixing the problem - 
beware the Trojan Horse: 
report, page 5 


Advice on the Year 2000 problem 


Peter de Jager makes these 
suggestions for the business 
community: . _ ... 

Immediately communicat e 
with tire vendor of third 
party packages, “through 
legal counsel to ensure that 
their reply is not trivial". 

Identify the problem that 
has been discovered and 
find ant from the vendor 
when they expect to be able 
to deliver their year 2000 
version. 

“Pay very, very close 
attention to the response to 
make sure that systems yon 
depend on to do business 
can be used," he says.. 

Find out from the vendor 


what exactly they mean 
when they say their product 
is year 2000 ready and how 
wfll their definition relates 
to other applications. Ask 
what, if anything, will it - 
cost for the upgrade. 

Software applications 
written in-house need to be 
verified by the IT 
department. If they are 
found wanting, there are 
three choices. 

“You replace those 
applications with vendor 
packages, fix them or yon 
just get rid of them because 
yon didn't need to be 
running them in the first 
place. These decisions 


should be taken' at a very 
high level,” be adds; 

“The third case, which a 
lot of people ignore, is 
packages that are used to do 
other things, such as 
spreadsheets. 

“Many of these tools are 
to some degree or other 
’year 2000 ready 1 , but a 
large number of users wfll 
be using them Incorrectly. 
Yon need to identify the 
risks in that area." 

Executive checklist: Twenty 
important do's and dcml's on 
the year 2000 issue appeared 
in the FT-IT Review on 
January 8, 1997. 


Pitfalls of /weekend testing’ 


The chief executive officer erf 
a leading US c omp uter com- 
pany says he has a way to 
allow companies to start 
testing their entire computer 
systems to ensure- they are 
“safe for the next century" - 
using live, day-today data, 
without risk, to the compa- 
ny's care business. . 

According to Michael C. 
Ruettgers, president and 
CEO Of the S2bn rnafnfrflmft 
storage giant, EMC, his com- 
pany’s large storage systems 
win offer so much capacity 
that a corporation's entire 
system can be duplicated for 
year-2000 compliance. 

Many businesses attempt- 
ing to Twakg their computers 
year-3000 compliant are “get- 
ting it wrong”, he says. They 
know the date fleWa of their 
software need to.be able to 
have a. four-character field 
for dates. Instead of the two- 
character field used on many 
existing systems which 
assume that all dates are in 
the 20th century. But these 
companies are trying to 
tackle the problem by chang- 


ing the system while they 
are using it - which fre- 
quently means “weekend 
testing" of conversions and 
risking many potential side- 
effects when they, do so. 

The problems inherent in 
weekend testing are legi on . 
An example is the company 
that converted all Its dates 
to be able to handle the year 
2000 and beyond, then rolled, 
the “system clock" forward 
— and found all Its pass-' 
words had been deleted 
when they came in on Mon- 
day morning: . : 

This was due to a security, 
system that erased old sys- 
tem Identities and passwords ’ 
which had not been used for 
iff months. Thus, when the 
dock was rolled forward to 
the . next millennium, the 
system assumed all identi- 
ties and passwords were out- 
dated. 

Ruettgers’ solution is to 
use huge, high-capacity neb. 
work servers to run a com- 
plete copy of the company's 
computer system in parallel 
with the existing system. 


This allows businesses to 
test all year 2000 conver- 
sions, using that copy of the 
system with “live" tfafa that 
can be “mirrored" from the 
main network without bring- 
ing it down or putting data 
at risk. 

He says this' strategy 
means that testing date con- 
verslonsHfan none take, place 
all day, 'every, day, giving the 
companies /■“a- fax “ better 
chance jaf meeting their, big- 
.gest immobile deadline”. 

This argument recently 
won over. USiased Comdisco 
Disaster Recovery Services, 
which completed " a 34.8m 
purchase of EMC’s Symme- 
trix storage systems in 
December to help its custom- 
ers. successfully minimise 
the cost and risks associated 
with, ensuring their com- 
puter systems are year-2000 
compliant _ . 

The idea is that through 
Comdisco's customised mil- 
lennium testing services, cli- 
ents can test and validate 

Continued on facing page 
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Wider acceptance of security controls 


Continued from previous page: 

follow a subset of our policies: some 
companies find they have to set up 
procedures in the first place, so our 
policies benefit them. They are . 
increasingly accepting the need- 

“In tiie past, some companies 
resented the fact that we wanted to 
audit their security controls. Today, 
there’s more awareness of why we 
need this, and we, too, are clearo- 
about what we are looking for. Our 
auditors now make random checks 
at appropriate levels, depending on 
the sensitivity of the work." 

Suppliers endorse Dr Dorey’s view 
hare: "Clients must ask themselves 


if the supplier is going to be there 
for tiie long term," says Mr David 
(keen, managing director of 

software company Su plwiii. “The 
last thing we want to do Is to 
jeopardise our client relationship." 

Sapiens not only i n t e r views 
potential raxnlte and contract staff 
and takes up references, but also 
approaches clients of the 
candidate’s former employer for 
farther references when possible. 

y t hey’ve worked for a big 
software company we nsnally know 
people there and canssk them 
informally," be adds. 

Unisys has even greater 
unsupervised access to customer 


Systems as a supplier erf desktop 
systems and network services. 

“We stress to staff that thing* 
they might not see as ‘confidential’ 
can be extremely so," says director 
Mike Anderson. “This is not only 
computer files hot also orders for 
new equipment, which might tell a 
competitor of a big upgrade or 
change of direction.' 

“We have customers in the same 
business, and each is manag e d by a 
separate team; team-bonding is very 
Important.. 

"Account managers who talk to 
the customers about their plane are 
not linked with the support groups. 
People in different teams naturally 


meet socially, but if they faffr about 
their clients, it’s a dterofcsable 
offence." - 

For all the concern, the risk of 
computer-related fraud or logic 
bombs in particular is very small, 
according to Dr Dorey at Barclays. 

"It’s simpler to use a manual 
process or steal a credit card than it 
is to break into a computer system," 
he says. “Security is just Eke any 
other management process, such as 
quality assurance or 
cu st o me r-service. Jt must be done . 
professionally, continually 
monitored and kept up-to-date.” 

Cyber warfare report: see page two 
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A mothodologlcal approach 


Only the largest 
companies can 
afford top-rate 
services in ah 
emergency 

B y now, the world’s 
largest .corporations 

have generally some 
idea of how they win tackle 
the year 2000 computer date 
problem. 

Bat it is the middle tier of 
companies that face the big- 
gest challenge, particularly 
when they must be year 2000 
compliant . for operations 
connecting with the systems 
run by the -credit card com- 
panies, . h anks -and other 
financial Institutions with 
whom they are increasingly 
communicating electronl- 
caBy:''!' *■''./ • 

At least that is the theory 
of Peter ^Preston, the UK 
sales manager of year 2000 
software .specialist, Usoft. 
And he says that unlike 
large corporations, where 
much of the year 2000 com- 
pliance weak is being under- 
taken via conversion of 
existing code, “the middle 
strata of companies must 


■Pi and plan 


really consider completely 
redeveloping their existing 
code-base to operate more 
efficiently”. • • 

Merely trying to fix the 
year 2000 bugs in an existing 
system is a costly, zero sum 
game that ends up co s ti n g 
vast amo unts .of money, he 
says. A fix only provides - at 
best - a system that works 
as well cm January 1. 2000 as 
it did on December "31, 1969. 
In other words, fixing exist- ' 
mg software does not bay 
any Improvements to the 
software a company uses - it 
merely allows that so ftw a r e 
to survive. 

For the kind of investment 
that a . bug-fix approach 
requires, he says, that is 
simply, not an acceptable 
return. “We have a several 
large to medhxmrsized organ- 
isations in die UK, US said 
Europe who are resolving 
the year 2000 problem via re- 
developing,” he says. “They 
have tried to go the route of 
fixing it, but came to the 
conclusion that re-engineer- 
ing existing solutions isn't 
an option - it is a waste of 
money." 

Preston also emphasises 
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Defusing the millennium bomb 



Peter Preston: Thera wrii be no Mcond chance 1 


that there win not be a sec- 
ond chance for those who 
delay their decision on’ 
which approach to take.*'', 
and that the path to redevel- 
opment may be dictated by 
the fact that there simply 
are not enough affordable, 
skilled programmers avail- 
able to cany out code-fixeS- 
an older applications written 
in the popular languages off 
yesteryear, i^uch as Cobol). \ 


H e also suggests many ; 
companies are qoes- 1 
tinning the wisdom 
of keeping these older appli- 
cations going - “there’s a 
ftwHng nhnwi that ftw abil- 
ity to predict the reaction of 
Cobol applications is vagae 
at the best of times." he 


Testing the system 


From facing page: 

vast -amounts of information 
on EMC Symmetrix systems 
while - their . computer 
systems are made fully com- 
pliant With this latest pur- 
chase, Comdisco says that 
more than IS terabytes of 
information are stored on 
EMC’s mainframe and on 
open storage systems at 
Comdisco’s disaster recovery 
and testing facilities world- 
wide. 

“EMC provides the lead- 
ing-edge storage technology 
that our customers need to 
manage any downtime or 
unexpected crisis," explains 
David Nolan, president of 
Comdisco disaster recovery 
services. tK3(XBpanie»need:a 


secure and high-performance 
storage area to test their 
most critical data while they 
engage in the monumental 
task of converting their 
systems to handle the effect 
of the year 2000 date 
change." 

Meanwhile, EMC’s Buett- 
gers is bullish on the 
demand for this approach to 
the problem. “The market 
opportunity presented by the 
•miilftyvniiim crisis Is huge. 
Industry' analysts predict 
that more than $800bar win 
be spent worldwide on tech- 
nology and services to con- 
vert compute' systems. Busi- 
nesses are expected to 
augment their existing stor- 
age capacity by 30 to 60 per 
cent to meet this challenge." 


. “Yet it is a fixed deadline 
- and there’s even a chance 
in the medium to large-sized 
companies that the best 
people will have already 
been sacked up by the extra- 
1 large companies who can 
afford to pay to get the 
people they need in an emas 
gency. 

“Yon will see situations 
where people who are trying 
to fix the so-called ‘millen- 
nium bugs’, by hiring Cobol 
programmers, early get three- 
quarters of the way through 
a project and run. out of 
resources. It puts the risk 
profile of re-engineering 
much higher tfaan.it .first 
appears to be."' : -;n.-* 


Whfle he admits that rede- 
signing is not an option for 
e ve r y business — prid partic- 
ularly not for those which 
cannot afford having any 
system ‘down-time’ while 
their systems are bong rede- 
veloped - it can, however, 
provide a platform for 
growth, rather than being an 
irritating. nWhiwg h unavoid- 
able, waste of time and 
money. 

: “The perspective our cus- 
tomers have taken is that 
through the use of business 
rules - and an effort to high- 
light the organisation of 
th«m to change within 
the company — we rum hwfp 
the company grow and, just 
as -a side-effect, remove the 
Year 2000 problem, H he says. 
‘Tfs a positive stance, rather 
than q protective one." , . 

Large organisations do not 
often have much spare 
capacity on. their systems to 
test re-engineered versions 
of their systems. 

“This means there is not a 
lot of warning if it doesn't 
work," says Preston. “And 
vay large organisations that 
cant allow down-time dont 
have a lot of choice: they 
have spent so long right- 
sizing that they have right- 
sized themselves into a hole, 
in terms of capacity. 

“But the organisations 
- underneath those whose 
core systems are running on 
the mainframe nan afford to 
• rUm operations in parallel'’ 


Lamentably few organis- 
ations in the UK- only eight 
per cent - have so for am- 
ducted a full audit in prepa- 
rations far defusing the “mil- 
lennium bomb’, according to 
a joint report by the Com- 
puting Services and Soft- 
ware Association, the Cen- 
tral Computer and 
Telecommunications 
Agency, the Department of 
Trade and Industry and PA 
Consulting Group. 

While 70 per cent of IT 
managers are fully aware of 




toe problem, 76 per cent con- 
sider it to be ‘critical or seri- 
ous’, although 39 per cent 
cannot even guess at the 
costs involved and 52 per 
cent have made rough 
guesses, says the report. 
Meanwhile, only 15 per cent 
of senior managers are folly 
aware of the problem. 

“The MiHwininw problem 
arises from a deceptively 
simple issue, but incorrect 
date processing will be cata- 
strophic for businesses 
unable to process orders. 


despatch invoices, calculate 
payments and process trans- 
actions, " says the report. 

For more details, contact 
Keith Ireland at the CCTA, 
e-malh kiretand%ccULpoo.uk 
(web sice: http:Hwtoto. 
opm.gov. uk I cctahome. h tmh ): 
or Ray Brawn at the DTI on 
e-mail : rap. brmcnetadtied. 
dtLgov.uk: also Niclri BUnk- 
hom, CS5A, e-mail: cssa@ 
cssa.co.uk; or Clare Fortune 
at PA Consulting, e-mail: 
clare.fortune & pet -consul !- 
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| Ways to win competitive advantage 
in a networked business world 


Business leaders will 
receive an update cm ways 
to win competitive 
advantage in the networked 
world at this month’s 
Interforum *97 in London. 
Speakers at the one-day 
symposium on Monday 
April 14, include; ' 

P Bob Dies of IBM’s 
network division and a 
member of IBM's worldwide 
management council aud 
board of directors. 

□ Andrew Boswell, ICL’s 
group technical director ""d 
chairman of -the UK 
Information Infrastructure 
Task Force. 

P Paul Maritz, Microsoft’s 
group vice president for 
applications systems. 
Mr Maritz overseea the 
dmskxns contributing to 
Windows, the Internet and 
capsumier productivity 
s oil w are , i nc luding Office 


Suite and Front Page. 

□ Dr John Crecdne. a 
creative leader In 

Computing rhnir rrmn of 

Virtual University 

Twtnrwrt j iffial 

□ Martyn Lambert, Sun 
Microsystems (UK), director 
of marketing and 
technologies. He heads a 
key Sun group, focusing on 
the demands of businesses 
looking to lever the 

wwirnwrial mteawta g wi nf 
network^^ntric computing. 

□ Ranald Heinz, Novel’s 
senior vice president, 
Wttrhlwiflp galea, hearting a 

teamofL500sale8 
executives; key markets 
indude government »uii 
education, plus enterprise 
solutions. 

□ Denis AuB, Lucent 
Technologies' Internet 

f-nmnTmrirati nng h uawi^ 

vice president 


P Joseph De Peo, president 
and chief executive of the 
Open Group; widely 
regarded as a world figure 
in IT operations. For seven 
years he led theTT and 
operations strategy for the 
Barclays Group. 

Venue 

The symposium at the 
Queen Elizabeth U 
Conference Centre in 
Westminster is organised by 
hxterForum (a not-for-profit 
organisation, open to both 
vendors and users alike), in 
association with the 
Financial Times. 

The event chairman will 
be Peter Martin, 
international editor of the 
Financial Times. FT-TV will 
be covering the event 

Philip Flaxton, executive 
director of InfcerForum says 


this year’s “visionary 

symposium will build on the 

success of the 1996 event 
which attracted speakers 
such as Oracle’s Larry 
Ellison and BTs Sir Peter 
Banff eld. InterFOnuu is the 
advisory organisation that 
educates and supports UK 
Pic ou the business value of 
the networked world." 

Delegates to InterFarum 
97 receive automatic entry 
to Intranet Expo 97 
management seminars at 
London’s Olympia 2 on 
April 15-165. 

□ For further information 
On the London symposium, 
call InterForum in the UK 
on 0181 382 0446 (fax 0181 
332 0448). 

0 More details are also 
available on the World 
Wide Web address: htfin// 
wwwJnteTforam.org 
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An eye for business 

Vertical-market know-how is what makes 


Vertical-market know-how is what makes 
Siemens Nbcdorf so successful as a solu- 
tions partnec Banking, industry reteM or 
the public sector - We understand the 
special needs of your business. And we 
can show you how best to use modern 
information technology to measure busi- 
ness efficiency. 


A nose for trends 


Wjth ourJTsolutions. you couldn't be better 
equipped for the future. We're ittthq forefront 
when it comes to Internet or Intranet modu- 
latfy.designed software architectures, network 
- ^d^BT^tric«ecurity concepts. AD of our 
' serw pfatfinhs are infinitely scalable, and 
liras freely extendible. We can open up brand 
; newfrusiness perspectives for’you, like setf- 
serwce systems.or electronic commerce. • 
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An earfor customers 


We Dsten carefully to your heeds. Your system avail- 
ability requirements, for example, or whether it might 
be more cost-effective to use outsourcing to evolve 
all or part of your IT organisation. And we focus not 
on technology but on vidiatft can doforyou -That's 
what User Centered Computing is all about 
For further information contact Siemens Nixdorf 
Information Systems Ltd. Siemens House, Oldbury, 
Bracknell, Berkshire R6t2 8FZ 
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Leading 
the way 
with 

innovative 

software 

solutions 
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Adobe 


If you eon, irt, 11 . it, 
you can, iC 



OCTOPUS 


6 Kings Exchange. Tfejard Rond ' ■ . 

London N7 9AH 

T«fc 0171 609 3746. Fax: 0171 609 3742 'i* 

octopus activity and 
contact management 

makes business a pleasure! 

Wh« you need oa Jcnow' tfi* sacs of a dfcnc or 
project quiddy Occopm prcwkJM cha deeds with a ddc. 
Al KCMdos, from raUphona cals m word doamno, an 
xxorntOalty jrac hod to ifae connet record. Incrrgitng 
Internal oornnurtodon. Th« <waf fauftun JUsAnypua 
you Hi control Improving (*«nt refcaiondi^a. 

^OCTOPUS 

Improve office productivity * commun i ca t ion, 
monitor activities and progress. 
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Accounting 
software 
reeds' lor the 
year 1900. 






Building 

Corporate 

Partnerships 


»Ranhrareaadsofa mtt • 

flOfljpn iOl 

• Software snppoa on ftorell and 


L 9 ! 10 • \ lirieiViist- (.nidi.- lor Senior l:\ceuli\f' 

• European Monetary Umcm 

• The Challenges and Opportunities for Busines; 


•UpgofccWBolBaooaaiaMto 
baaMoa far ham drives, CftTs 
radroemoty 

t fahfaig mrl nw wnrfcmg wJ wfc m t 
■ Shore and , loog tom rpnal on 
supported PCs, Princes & 
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Ifefc +44(0) 171 608 3120 

Fas +44 (0)171 608 30?1 



Adobe 

A 

Acrobat 


If you cun ,heom it. 
you can do it," 


AJjbrAaobtt-tatbc 
snwitcsl w*y tn daotose 

eie&nmk: docuzaatf*. 
Mosijnr pttfforai to 
jot dm ha mg 
■ t^omcn Bio from uy 
rpphatlao, am! ea 

K3imdiiiKnanB.isu 

Adobe"* EVicuUe 
CVxummi Forma IPPP 

• t’WriwmhcmvUenui 
CT-ROM and jour 
\ptnoeL3ui era pob&h 
Ibrnioo the Mbrid Whir 
Web 

• Srrthcm jppar&i 
pcrfcd npraductioM 
widi Acrobat Rader" 

• rabbkFUEa 
MKaUxxan 


www.adobe.com 


7,8, 

12, 13 C: 


tittp://www.uk,oracJe.com/europc/UK/' 
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S I> I Ml the s[LLj)in- 
^iniii belli ru; ihi 1 
Year 20(H) h\pc ? 

€ 1 1 . is >mir si>|’tw vi n* 

supplier planned 
lor I Ml ? 

© \\ iial a iv liic options 
open !.i \ our husinoss ? 
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Sponsored by JBA and IBM 
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Computer Rentals 


Focusing on short-term 

rental of IBM RS6000 

systems from one week to tln-ee 
months throughout Europe 
and beyond. 
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Kaat, IA1Z ZM 

■Utm 1«74 363155 
Fte (44)1474 363577 

Germany 

■cbriKStnliN, 
gQ5 Uilrtith 
ftt (49)6933000446 
Itac (40) 69 3300 0461 

France 


Belgium 


Tab (32)22418866 
Tna (32) 2 216 68 38 

Netherlands 

Tat (31)26430 2359 
Fas (31) 26-430 2758 

USA 
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Welcome to 


sophisticated, stylish MODEL seeks 

IT DIR fon™| f rg RELATIONSHIP 


EIZO Monitors. A botler business dcc;s;on. Mow reduced ■;> p:;c-: 
Tel: Cl 433 719300 Fax: 01433 719560 Email: pds.co.uk 


>Jk professional display 

system* __ 
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Tab (33)0169298900 Ttt (1) 170-613 S355 
Fax: (33)01 89298505 Ftac(1) 7704135358 

IT you want to deal with a company that offers: 

•a clear strategy 

• technical integrity 
• product specialisation 

• coherent pricing 

• short lead-times 

• a genuine presence In EUROPE 

then phase return this ctM/p-m ui your nearest office. 



W] Uncoin Softiiare ^Urintrt<y^ f 

Marlborough Court. Retford Street, 

Wl Macdeshekt, Cheshire SK1 1 6J0 
H Tat 01625 616722 Fax: 01625 616780 
Email: infoOipsysxauk 
Wet httpj'/wwwjpsysxom 
Uncoln Software producs a range W MOt^CASEaraf 
CASE tools for laipe scale three-tier cHentfeerw ' =i 
appRcstlon development Our Object IE product is an 
object oriented, fuU tfe cycte tool which includes full 
C++ Code Generation and Database Generation for 
Oracle, Sybase and Informix: Our tools bridge the 
gap between business requirements and IT. 


Hantwara/CompatlMUtir 
Open VMS/Solaris/Sun 0S/HPUWA1X 
Windows ■ ■ 

Geographical Coverage: Worldwide 
Applications 

IPSYS Toolbullder, Object IE, 

HOOD, SSADM 


PUX/AlX/Mferosoft 



The Smart Village"’ 


to contact me. 


euww^ 
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Prategrtty 

■ Security Management System 
■ Data Protection ■ Internet Security 
■ PC Security ■ Data Mining 
■ Management Control 
Protsgrity is an advanced Security Management System 
which operates across alAppbcabons and Ptatforms. 
providing full database protection at a data item level. 
Prategrtty gives tuS Management Control over 
authentication, encryption and data access. It provides a 
comprehensive auditing function or alt security 
parameters. Prategrtty supports all major authmtica&on 
and encryption standards. 
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Visit us on MtpAiwww protegrity.com 


PROTEGRITYji'Sa 


r i i r s t ■ r v 


From Tnmkey to Tools, 

Solutions for Every Market 

A modular set of smart card-based sohtioiis for 
public x»yl priv ate markets. Die Smart Village 
nses convenient tmaactrons to boost the 
competitiveness of bu s i ne sses and c ommuni ties 
of all kinds. The Smart Village features smart 
cards, terminals, development tools and support 
for operators, VARs and developers worldwide. 

Security that Ensnxes Greater Freedom 

The privacy and security that new-generariou 
smart cud sohuioni promise operator s and 


end nsecs have already contributed to e i plodtng 
markets on every comment. This kind of 
confident security is bringing new applications, 
and new clients, to fields as diverse as Internet 


Whatever your m ar ket - Telecom. Banking. 
Retail, Mass Transit & Parking, Healthcare. 
Networks - The Smut Village ^wifi make your 
prodnas and services more accessible to an 
ever-expanding customer base. 


jil Interactive Group. 1& Princeton Mews 
SB London Road. Kingston KT26PT 
mm Jaib 0181 541 4865 fine 0181 974 5188 

Are you consktering a new software' package for your 
business? 

Do you waot to stay in tune with the business software 
market? 

We publish a series of Reports providing both •• 
Independent' research into the maricet ptaca, and 
regidariy revtored, up-to-date information oh a large . ' 
number of business aoftware suppliers. The pubfimfloos 
are avaSabte covering the foDowing appficadon areas:- . 
Accounting & Finance, Accounting 6 M an ag em ent - 
Executive Information Systems. Sales & Marketing. \ 
Human Resources & Payroll, Supply Oram Management 
Systems, Local Government Applications, Software 
Development Tools and Database (DBMS) Technology 
Order bow to take advantage of . — ■ 
oar apecU otter price id 05 BSworkT 

(RRP £96) CaB 0181 5414465. Btfli 


Convenience as competitive advantage. 


Sma tCarf* 


BaktagARcBif 
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Read fcnninim System Piridnj %stna» 


MmTmnil HsUi Mengsmtt System 


Schiumberger Electronic Transactions 


SW*jn«Mi)w Sreoitirtc Hanaaons - SO. turn * is Jaan^toato - BP 63MZ - 826*2 MorvougB Ceo» - FRANCE 
10.: -33 1 AT 66 67 - Fac 33 1 *7 4663 67 - hnpflWwwAconVW 


WAU 

Wall Data® is & market leader in the 
development, marketing and support of. 
cooneririvity and applkaiioa software. 

The. product range, incloding RUMBAS) and 
ARPEGGIO®, software ' and ONESTEP®. 
service, provides business users with the ability 
to access data or applications and publish 
information from anywhere in the corporate 
enterprise or Internet, 




Corporate Defence Solutions ?rc:r. 

MIS Europe provides complete computer security 
consultancy services, together with the most 
advanced range of hardware, software and physical 
security products. 

Our Consultancy Division advises on compliance 
with the Data Protection Act. Encryption Laws. 

Internet security, global network security and 
disaster recovery strategy. 

Services include security audits, computer fraud 
investigation, virus removal, development of 
bespoke security software, training and seminars. 

MIS Hotse, Honiiage Lane, 

Our product range covers all aspects of computer Maidstone. Knx ME16 9NT 

security and has been selected according to the most Tel: +44 (U)I622 723400 

advanced technology available worldwide. For Fauc +44 (0)1622728580 

complete corporate defence solutions — look no AabdiRmrjof 

further. MZ S Group nc 


Ban UK Untitoff' 'cfCCClf 

Deanway Technology Centre, WHmslowRoad, 
Handforth, Cheshire SK9 3EY 
Tet 01625 523550 Fac 01625 523303 
E-Mail: saIes@baan.co.uk 

Bam Company bi laaksg proMa- of atoiprtra-wkla tuotet 
soitwire apptatioiB and consulting unices. CompuHea In te 
hybitt niiiwbnring, n wtil tt tofomatin, abemnia, prtitet 
um prows Industrie in to pnxtoag b anunifM precssa 
mreii Bwatorerat .aval maternal pnKmwaEmnlfw 
supply data Bnn IV. comprising Baan Appftata®. Bmn Toote 
and Qtgan sxtoxis ths BadSanl SI? modeho a m 
paraSgm cafled Oyramt Enopte UodaOng (Dai). DEM 
premha thB tremnotk to nptdy adapt software o dongtag 
oqiMallanl touauraa, borinaa praatcas and opentknol 
preodnas. Bam IV supporsito emba spectniBi of an 
orgartsaiions proaasas Bcfudlog sale forecasting, torertoty 
pfOQjffiffEfil, flWrftntion, finance, aanica & 
ntoofanmee and projad managmws. 

htonJCltedWi 

u*c Wftdo* NT. HP, IBM, SUM. ObM and Bto opnoyttra 
pnxkids. [teton aoppoit Orad^tafannU, Slim, Mkrasoft 
SOL Saner 

Ifanupiilril Cotanga 


teclcl NT 


FT-IT DIRECTORY INDEX 



Accounting Software 

2 

ERP Systems 

33 


Activity & Contact Management 

1 

European Monetary Union 

4*5,9.10 


Application Software 

25 

IT Services 

.. 


CASE Tools 

20 

Online Distribution 

* 6 


Computer Rentals 

11,16,21 

Security Management •„ 

26,31,32 


Connectivity & Application Software 30 

Smart cards and Solutions 1^-19^24^-^ 


Data Warehousing 

7.8,12.13 

- -^* . • •' V* 

Visual Communication^ Technology 14-15 


For further information regarding advertising please call 
Caspar Ingham or Simon Whiten on Tel: +44 (O) 1 71 573 6000 
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9 TteoS«K7777 

F*c 0114282 1340 1 J?or Premier Computer Solutions 

E4IA SeaMOSandoisoo-diLcQxk 

Sanderson is the UK's premia 1 open systems suppler of confouter solutions and rotated technology and 
networking sendees with 15 offices fotte United Jflfljpfoni and operations EnAustra&.USA.NewZsa&nd 
and East Asia. Sanderson has developed and owns an axtenskra portfofio of software packages for a wide 
range of Industries and applications inducing; 

Manufacturing Local Goverraneot logtedcs arai DMrftwtloe 

^ocessmfl f ndus&y Schools & CofegBs Hotels 

Direct Marketing & Ma3 Order Raet Management Sofidtore 

Hnancaand Distraction Airports - Production Mootortnfl 

nlrtlng Industry Randal Management Insurance 

Madia Industry . Hoattxare POScoASacorty 

Management iCoflecfians MoWmedta STSTTraWnfl Document Image Processing f 


n eegra pHo ri C a s e rne: tntani a tk roa l 


1 20 BfatesJey Avenue, Bfing. 

London WS2DW . 
tel&Fac 01818109776 
MobOs: 0973 857624 
YM75©DtaLpfe»LCoro - 
Company Datsripfloa 
“Dongta* Hal Hal Ha! 

M 6wder Changer Heel Heal Heel 

“Hard Driva' Haa] Haal Heel Heel 

Internar? 

Not everything about technology tasto be quite so 
serious, so for a friendly approach to internet and 
general messaging solutions give us a calL 

HarAnreAHopaWlRy . 

PC Based Systems 

AppUaBoK 

MSMAIL 

exchange iJ^^akaaSmiSS 


Orion House, Orion Way, Kettering, 

Worthams, NN15 6P£ - 

tefcCTl 536 495090 F*c OT 536 495091 | 

Wte fcila. httpyAvwwpegasusja aik 


Papas is one of tbe leafing suppfiws of 

I accounting and business software In the UK. 

Pepm Opera Integrates the finance function wBh 
management reformation. Addjntegrated Contact 
Management vfa hp e a Cwwec H — ; ■ 
Manufacturing from Papsas Operation; 
Bsdrontc Commerce wfth Phases Efiffna; RbM 
Solution tram Pagans PByPoM lor a total 
hntoess solution. For smal and growlag business 
| w bm our Windows based Capital Family of 


Hartaara/Cma gi ti M By 

DOS, Windows or 
Networidno solutions 


n Bstree Htwse, Elstree Way, Boreftainwood. Herts WD61SD 
Kjfl T a* 0181. 2074141 Foe 0181 207 2444 
■B e-mail: Sales©na\rision.co.uk 

Company Description 

Navision Software Is the corporation behind the client/server-based accounting and 
business management solution Navision Financials. Navision financials was awarded 
best “New Entrant" at the BASDA Business Software Awards of ‘96, and is fully 
Microsoft compliant having the Microsoft® BackOffice™ accreditation. The decisions 
you make for your company today reach far into the future - that is why Navision 
Frnandals Is Year 2000 compliant, has integrated internet functionality and is able to 
deal with International mutti currency. 

I Operating Systems: UNIX OS/2, Windows 3.1x, Windows NT, Windows 95 
1 Coverage: More than 25.000 companies world-wide have Mai/icimi* 

chosen a solution from Navision Software software ° N 


FREE INTERNET SECURITY SURVEY 

Securing the corporate network is the IT challenge of 

the decade. Renat research shows that more than 
70% of die worlds organisations connected to the 
internet are not taking precautions against 
unauthorised access to their networks. The 
percentage of organisations leaving systems open to 
internal abuse is expected to be even higher. 

Check Point is the marketshare leader in 
intemet/intranet security. Our Firewall - 1 software 
protects 44% of the worlds secure internet rites. 

If you are interested in securing your entire 
enterprise, without disrupting business performance, 
call us now for a free copy of the IDC Roadmap to 
Internet Security. 


Check Point 

Si>n« jtc l»ln«l«;ir> I <d 


CHECKPOINT SOFTWARE 
TECHNOLOGIES LTD 

St Johns Inncwlcc Gaattc 
Cawley Rd Cambridge, CB 4 <W 5 

W: 01223 42133ft ton 

Rue 01223 421391 Bu 

vww-dwc frp f Hm rran H 


Innovative Defence IT Solutions 


VEGA Group PIC is an [ndapendant gyama « Oflin a— fri g company oommtaad to provide fonovativn 
technological solutions to customer needs. Founded in 197B, VEGA b a major player In the spaoe . 
systems marital, and has now estabBshad ttseti as a tearing provider ot Defence related software : 
products and consultancy services: 


Training Solutions 

• VEGA offer turnkey training solution* or any of 
the foaowing services, aocordtog to the specific 
need ot a particular training requirement: 

• Instructor lead tuition - using Computer Aided 
Instruction 

• Student self-paced learning - using COT 

• Problem oriented practise - using Equipment 
Emrisdon 

• Training Needs Analyris 


Communications & Information S y st em s (C8) 

• VEGA provide software solutions or wide 
ranging consultancy and technical support In 
toe following mffltary CIS environ merits: 

• Real-time simulation and modelling of CIS 
using our in-house RESPONS technology 

• Command and Oontroi Information Syssema 

• SaMHta communications systems and 
sfmuMtanbesad planning took 

• XA00 messaging and X500 drectory sendees 
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Hattori Housa, Vanwafl Business Park 
Maidenhead, Berkshire, SL6 408 
tet 01 628 415415 Fat 01628 415400 
Efluitinfo0dalacs8xci.uk. . . 

URL: htfo;//yrwwjlaracenj»^ 

SO YOU THINK YOU'VE GOT AN IMAGE 
PR0BLBI? 

Dab Cel are leaders In tfia provision oflroagfog 
solutions. Wft may not teVB aS flw answers but we 
understand aB the questions, and our prod nets and 
services have provided the solution to problems h 
Industry. Moficine, Universities and Defence for the 
past 8 years. 


It’s all avmtt Vision 


Crosby Housa, Meadowfaank, Furioog Rod. 
Bourns Bid, Bucks SUB 5AI 
h* OT6M 850650 Far 01628 850243 
Wicwww/tTfWumxoaL 

toflnftmScittisraote - 

bustosss systems, wbcb tala into account the 
(B^itwiMnts of cornplax national and mullimlional 
organisations. UsfogcfieatiSiirwrandDt^oriwrt^ 
ticlinologte In | gqrfda aary-to-gse a p pfcattons, and /id 
integration wltii popular PC padagss. ' 

IntWura Software tin owr^ 1400 cflvSs worid-wMc 

cowrUjgatibusli^sBchns^tetoday.omctfthe 

laKfingprawdets in its flflkL 

Hanhnrs S«vw -1BMASM00, fcticroson Windows NT 

Cflmt - OSS. Wcroscft Whdows WT&95 

ft iig n p Mr a l C— a r eas UK. Mmitend Europe, USA. 

Australia. Asia, South Africa 

Apptieatkan Rnandal Ifcnagemert, Mateitete 

tfanagemant. Human ftesouress, Procsss Manufacterbio 

Cast Brtry price Mvel - E25JU0 


■ The Priory, Rgh Street. 

Wtoe. Herts SG12 SAL . 

Tat 01920 484747 Far 01920 484746 

IBM Mainframe 8 Windows HTTritalnfl 

WSh the resurgence ta ttw use of IBM Mainframe 
computers and the rapid uptake til Windows NT on tbs 
UN and it tfie dssHop, so flw used for pnitaslonl 
amfMgtdy focused trtenmg becomes tecreadngty 
Important 

FastPith International have recognisad this iwad and so 
ottering a range of courses designed and developed. 
Mowing many ywi of "hands or* experience, that w(l 
tenure your staff note the best on of your motacm, 
guaranteeing a tint class service to your cushxitera. 
ForfuflrtefaUa on how the FestPalh In te rnational range 
of traWng courses wl keep your finfoen at tin 
torrirent please cal Nkak Morgan on 01920 484747 

'fast'patfi 

«/lNTIRNAnONAL 


1 106 High Street, Rfctanansworth, 

Herts WD3 IAN 
1MC +44 {0)1923 773258 
Far +44 (Oj 1923 897292 
Halt ctuissy.you ngOI mpfoLcom 
weto wwwJnfteitcom 
Lloyd McKenzie is a Lotus Pmraiam Partnex, 
specialising in Lotus Notes, Domino, ccMati and 
tbek related products. Proven skiis in Internet 
connectivity, infrastructure design and systems 
management support a consulting service which 
I can provide rapid system deployment and 
e-mafl functionafty. 

Uayd McKenzie are accredtedtrainets for al Lotus 
communlcatiDns products. _ 

QaagnpMeal Cavern^ 

brtemational m. LLOYD 

u' McKenzie 


■ Ascot House. R nchan gstead Road. 
Wokingham, Berks, R640 2NW 
TU: 01734 773180 Fat 01734 773233 
STC tttrtounces Sbgleview ESL a Wmdowstesed 
GUI enabing single password and logoo [to mnllfple 
hosts and applications. Features include password 
aging, graceful logout and cut and pasta ttetween 
appfcstions. increased security and control ri your 
enterprise systems. 

Hanhnra/CoiipalAiRty PC (NT, *95, 3.11) -C8mt 
SQL Server -Server 

Geographical Coverage 

Europe, MUde East, Africa 

Arterites 

Enterprise N^worits 

Slrn 




‘Enterprise’ is the first true 32-bit Client 
Server accounting system for Win95/NT, 
which also has an optional DOS interface, 
both of which have full multi-currency, open 
period, powerful drill-down and driU-across 
features. 

Contact Bochequer Software Lid 

TeU 01282 298008 Fax: 01282 298001 
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77» Gate House, Gatehouse Way, 

Aytesbury, Bucks, HP19 m. UK 
Tflt 012964329S1 FBC 01296396964 

Praflta: waOter Intemafional supply flnandal and 
pracuramBntappBcatians on fcWnfranie, UNIX and NT 
dtent server platforms. 

fortes : An Integrated MtiteT rid ka W eprer hrf i^.- -* 
financial apitilcations lor metflum to iarga organisations, 
■rate— ftanewflikSarks: A suite ot Rnandal 
Consolidation, Budgeting and Plaining appications that 
Integrate financial and operational (tela from disparate 
sources to provide a teffle reporting environment 
Tteweric ligti periormawa mainframe dent/server 
business solutions tor finance and procawnent . 
departments. Using Intranet and Internet technology to 
maximum etfect, Ttonaris enables the finance 
department to add real value to the bu siness thro ugh a 
Best Practices approach 

towards finance. WbOcer Intcniadcori 



fambortnigh Awospaco Centra . 

PO Box SZ.famborouglw HanteGW14 5YU 
■ftfc 012^382020 %.i.j 

Far 01 752. 382300 ... 

Caapany Dascrfotfote , .. " - .. 

Superb ammunkations unite the proven sofiwre sklls 
of the Indian sub-continent with the project 
management expertise ol Brftish Aeroepace to enable 
BAeHAL ai ISO 9001 software services provides; to 
dAver Ngh qu^y, cost teteeftre solutions to Brffish 
Industry. 
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3Com UK Ud, Pacific House. TWid Avenue 
Globe Park. Marlow SU7 1YL 
Tet 01628 897 000 
Fax: 01 628 897 003 

3Com Corporation has helped over 25 million 
people gain access to critical Information through 
high speed networks. At the heart at tbe company's 
vision is global computer networking, Bnkirtg targe 
businesses, small offices and homes through Its 
Industiy-leadJriflA^rxdiTDnousTrteisfBrMode 
(ATM) and swfteWng products. 3Conft customers 
indude Scottish Power, which has just Installed the 
largest ATM network in the UK. Wcrostrft and 
educational er^ltutJons irctudng Oxford and 
DubOn Unhwsitjes. 

GeograpMral Coverage: 

Worldwide 

Apgfiestions: OgflJT . 

All sectors -- ■ 



Hollywood Tower, Hollywood Lane, Cribbs 
Caweway, Bristol BS107TW 
Tet 0117 9509003 
te 01179590718 

• Integrated dentfoerver Reconcffiation and 
investigations System for Cash, Securities and FX 

♦•■neteBfifflHttans- ’T’ - — 

• 24 horns on-fine availafaKBy ■ Workflow 

■ Supports agera^andforproprisly data formats 

• AutomaticaBy recognises match exceptions 

• Creates Investigations cases 

• Reconciles holdings or transactions 
- Comprehensive MIS 

Hardware: UNIX or NT, HP, IBM RS6000.SUN, 

Sybase, Oracle, Ingres 

Geographical Coverage 

UK, Europe. Far East, Austria, North America 

AppBcaOoBC Geac WINNAR 

Cast Priced on a per concurrent user basis 


2 ^ LSS 


Otent Server, Mainframe and PCs. 

Ggofraph teal Coverage 

SflopftiJSandFbcfcRkn. 

Coat 

Up to 50% tes than UK rates. 


TheH e dfoids tere Bu3lnesa.CBrtre *. • 
Ateandaf Road, LcndoriCotoey, Herte.AL2 UG 
tet 0T727 822639 \ v‘ 

FBC 01727 8 S 688 ^« 

The tear 2000 presents rca/probtens for irmy 
tttsfoees critical sytoNiisara! processes. As one of 
the few companies wfib practical experience (rf foe 
issues involved, we knowthte the besfosss 
owHBJWWrfuftfte proWem bat least as important 
as soMng the technical issues involved. Plato 
MDerariunfe proven methodology can add • 
significant vahie to Year 2000 psqfects,dtfvering 
tasting value into the rxatcenbuy. WWber your 
Year 2000 project is at tbe recogr&km stage or 
further developed, Pbto MOtetohun car ensure that 
you defter to spedficalion, vwiih budget and of 
couree-mittna 

iHusvnto) 


2A Wngfishar House. Norihwuod Park 
Gatwtek Road, Crawley, RH10 2XN 
tek 01293 894000 f*c 012S3 894008 
Wahttp-i/WWWJTlfcTtltBSLCOm 

Microtest Inc. Is a worldwide manufacturer of cable 
testing (PentaScarmer, MICROSCAMMER) network 
d h gn o s ti c (COMPAS) and CD-ROM sharing 
products. High performance CD-ROM sharing Is 
achieved wttfi MrcrotBsft DfecPort mfol swver, 
n^work ready towers and DP Executive Server 
technology. These products enable users to 
dmuttaneoustysecess networked CD-Changersand 
Jukeboxes. Support is provided for multiple client 
platforms and WINDOWS . 

NT and Netware operating Mk jk 

systems. 

GeagraiAical Cmerage: 

WtoWwIde MICROTEST* 


Wipro Systems is a leader in offshore development with specialisation in 
providing Millennium (Year-2000) solatia ns Intemationally. 

For Millennium services, we have a well defined methodology backed by our 
own tool (DA-Tt-2000) as well as knowledge of other relevant tools and 
spJptJons. . *! ■ 

With Wipro, you get 

1. Track Record of Millennium Services 

2. Proven offshore project management skills 

3. Access to over 2000 software engineers 

Wipro Systems is backed by UKP 350 million Wipro Corporation, and provides 
software services on a wide range of platforms and technologies. 

For full details please contact 
RajeevV.S. f rajeev@wipsys.co.uk. 

-Ph: 44-171-222-8866 or foe 44-171-976-0336 in UK IVi WMO 

Please visit os at Comdex *S7 Stand no. 531 SYSTEkra 




Cfeflve Road 
WM Leatherhead 
r J2M Surrey KT227SA 
Si Tst 01372 357007 Fax: 01372 367099 
■til e-malh WoOflra.co.uk httpj/www.era^o.uk 

IT Consultancy, Testing & R&D 

•* Save millions of pounds 
downstream by modelling 
complex IT systems before 
purchase 

• Prove multimedia 
communications systems with 
verification f vaJidation and test, 
including full safety assessment 

• Data mining will ensure best 
data for die job. 

• Transmit video, voice and data 
over GSM 

• Provide clearer understanding 
with video compression 

• Real time video, voice and data 
with hand held digital 
multimedia communicator 

• Space and terrestrial 
communications 

• Mobile and personal 
communications 

• Stealth 

• Security, surveillance and 
tagging systems 

• Neural network technology 

• IT training 
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Worldwide 
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on FT.com’s online directory of web addresses - FHO: housed within 
FT.com* Connect & Respond section, our directory presente a usefollbram 
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vrith FTID call Lucinda Roberts on 0171 5736000, 


FT 
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htlp-7^ww.FT-coin 
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Software applications 


A s a class of software, 
groupware is not only 
dead, it should never 
have existed. It has effec- 
tively merged with the intra- 
net, although the intranet 
world has not realised it yet. 

Groupware should never 
have existed as a separate 
category of software, 
because all software should 
enable people to work 
together. 

When Doug Engle bart 
invented the personal com- 
puter at Stanford Research 
Institute in the 1960s, “he 
designed it to allow people to 
work together and share 
information across a net- 
work through a mainframe 
computer," says Professor 
Clive Hoftiram, Bull Informa- 
tion Systems’ professor of 
information systems at Lon- 
don's City University Busi- 
ness School - “however, IBM 
launched a PC and this set 
the industry hack 20 years,” 
he claims. 

Users, frustrated at their 
inability to get what they 


T 



Software 
at work 


wanted from inflexible main- 
frame systems, used their 
PCs in stand-alone mode, 
utilising personal productiv- 
ity tools, which never actu- 
ally delivered measurable 
productivity gains. 

Once networks had been 
developed, the term ‘group- 
ware’ to describe software 
designed to let users work 
together and share Informa- 
tion through computers, had 
to be invented to distinguish 
it from the damaging con- 
cept of stand-alone comput- 
ing. 

"In the absence of a net- 


Groupware is dead, 
long live the intranet 


The vital concept of better 
communications in business is 
gaining new impetus from intranets , 
or private networks 


work-centric PC. gr o upware 
had to be invented." says 
Prof Hottham. 

Groupware technology has 
been widely used to enable 
people to communicate, to 
share Information, to gather 
information, to work 
together and, most impor- 
tantly, to carry out business 
processes and execute trans- 
actions, often using unstruc- 
tured data. 

All of this was done, not 
just between people in a 
group, but between groups 
and enterprises. 

In the process, a number 
of cultural issues were iden- 
tified which had to be 
addressed before any bene- 
fits could accrue. Now that 
the corporate intranet has 
arrived, the FT vendors have 
implemented the new tech- 
nology internally very much 
in the way that groupware 
was deployed and for the 
same purposes. 

However, now that it is 
spreading like wildfire 
through the corporate world, 
it is getting hijacked by both 
users awl employee mmmn- 
nications professionals. They 
are turning it into a publish- 
ing medium, igno rin g th e 
more powerful uses of as 
intranet, which require a 
knowledgeable and innova- 
tive ce n tr a l group to coordi- 
nate and promote It 

Interestingly, these new 
enthusiasts are not aware 
that they are wring group- 
ware principles, yet they axe 
identifying all the familiar 
cultural problems as if for 
the first time. 

“People don’t understand 
the power and the benefits of 
the intranet," says Mr Jack 
Mark, managing director of 
Unipower Systems, a consul- 
tancy specialising in group- 
ware and intranet applic- 
ations, (htt&llwmD. imipouy 
er.co.uk}. 

■The same problem arises 


as with gro up ware, in that 
everybody is doing their own 
thing because it is so easy to 
develop. The power only 
begins to be felt when it is 
properly launched enter- 
prise-wide, whether it is 
groupware or the intranet," 

Lotus effectively defined 
the groupware market with 
their Lotus Notes software, 
which created an entire 
Notes industry. Lotus has 
completely rewritten it to 
utilise Internet standards 
j>n d, in a controversial mar- 
keting move, renamed it 
Domino. 

Hie name Notes now 
refers to the traditional pro- 
prietary client Lotus was 
quickly able to quite 
justifiably, that Domino is 
the best solution fear intra- 
nets. All the other group- 
ware products, such as Nov- 
ell’s Group wise, ICL’s 
Team Ware, Microsoft 
Excange and Staffware have 
also adopted Internet stan- 
dards. 

New competition has come 
from intranet-based Oracle 
Interoffice Suite and Net- 
scape, which had already 
purchased the Collabra 
gr o upware product and has 
h unt i nternet standards into 
it 

“Our experience is that 
corporate users pre f er inte- 
grated solutions that work, 
rather than a figgmhhwg 15 
different tools from public 
domain sites,” says Professor 

Hnltham 

“To date, it has proved 
easier for traHitinnai group- 
ware suppliers to migrate to 
intranet rather than new 
intranet suppliers to learn 
how groups work.” 

The current fashion for 
the intranet “is" yet another 
‘drains up’ exercise which 
rips out the underlying foun- 
dation, but in no way alters 
tile principle of efficiency 
through information shar- 


ing,” says Mr Earp, tech- 
nical director at Serna, the 
comp u t e r services group. 

“The strong groupware 
engines will survive through 
the turmoil and will be 
stronger as a result of an 
improved foundation. The 
weak gr ou p wa re engines will 
die and be replaced by new 
pr rt p yits who wQl attempt to 
redefine the concept, but 
wfll probably fid 1 to do so, 
because changing the tech- 
nology does not change the 

principles ” 

One of the reasons why 
Lotus Notes was able to 
dominate the old gro upwa re 
market was its unique 
embedded flat file database 
winch could hmHi* unstruc- 
tured data. 

Now the “universal 
server” object-relational 
databases are becoming 
available, these should be 
used as a data stare in intra- 
net applications, including 


Domino. Thoe is only rudi- 
mentary groupware avail- 
able on the external Inter- 
net, but Oracle has plans 
with its Interoffice product 
and is work in g with telecom- 
munications companies to 
make it a vailab le to commu- 
nities. 

"Once we get electronic 
mail and billing imple - 
mented, well look at shared 

folders *rai conferencing far 
clubs and societies,” says 
Richard Grogan-Crane, 
grou pware man- 

ager for Europe, A fri ca and 
the Middle East at Grade. 

T he «gteh l 1 s bpd workflow 
vendors, with their focus on 
business processes' and 
transaction processing, are 
well-positioned to benefit 
from the rntwingt- 

Sparbanken Sverige AB, 
one of the top three banks in 
Sweden, is in the process of 
giving its 1L500 staff Intra- 
net access to Staffware 



better technology, but the 
one tbdt- helps organisations 
to improve their business 


Mr Earp agrees: The. IT . 
industry will one day mature 
to focus on the real issue, 
which is delivering benefit 
to users, rather than contin- 
ually focussing on internal 
matters, such as which ‘pro- 
tocol stack* to use.” 
Embracing the intranet is 
the best thing to .have hap- 
pened to groupware. It h£s 
given the vital concept Sf 
working together a new 
Impetus. At the same time, 
Intranet developers can 
learn from a very large 
established body of know- 
ledge ad the. use of groig* 
ware, especially how Jb 
change culture in 


Piofwor H oW u b u ‘Gnupmre bad to be kmnted* 


(http:llwww.staffmare.com) 
applications wring Java cH- 

“Competitive . advantage 
comes from the quality of 
the collaboration between an 
organisation and its customr 


ers and suppliers, not the act 
of collaboration itself," says 
Jeremy Renwick, UK mar- 
keting manager for ICL’s 
TeamWare Group. 

The winner will not be 
the company that delivers 


and generate competitive 
advantage. . . t ‘ > . 

The UK government has 
just completed a three-year 
study into collaborative 
working for competitive 
advantage. Sevengroupsof 
academics, consultants and 
business people -evaluated 
more than 400 software 
tools. Garth Shepherd coor- 
dinated the programme and 
has concluded: “It isn’t tech- 
nology, but business -pur- 
pose, which brings competi- 
tive advantage.” 


The promise of high returns 

Despite managers’ scepticism about new IT systems, intranets can deliver rapid cost-savings 

1 


ntranets, or private Internets, 
could deliver a spectacularly 
high return on a fairly small 
inves tment in a vary short time. 

This is the messag e which the 
co mp uter industry is now trying to ’ 
get over to its corporate customers. 
They are understandably sceptical, 

h a vin g heard gpch pr omises frrrm 

information technology managers 
many times over the past SO years 
and usually been disappointed. 

This time however, there are 
some reasons for thinking that the 
promises could be fulfiBed- 
Experts are divided an the issue. 
Gartner Group warns that the 
majority of intranet projects are 
likely to fail to meet the business 
case on which they are based. 

It urges users to be cautious and 
test the water before they plunge in. 
starting with small projects to 
augment rather than replace 
existing systems. The best case for 
intranets rests on the value of 


simple Web p u b lishing , it says. 

However, a more bullish survey by 
Romtec and Dnrlacher has found 
that y»mp mmpanfaa are getting 

1,000 per cent returns on their 

mv a gfa nante. In t e r na tional Data 

Corporation GDQ found even higher 
returns in its analysis of intranets . 
built on Netscape software, with a 
payback in six to 12 weeks. 

Ms Kay Wesley, an intranet 
specialist at financial systems 
vendor Hyperion Software, says 
Gartner is too timid: “Intranet 
systems can be e stablished more 
cheaply and easily than Gartner 
says and can deliver benefit in a few 
weeks,” she says. 

For companies which already have* 
netw o rks, most of the cost of an ~ 
intranet is in staff time to set up the 
system. That can often be quite a 
small cost as intranet projects are 
not typically labour-intensivt 

But the benefits can be very large, 
as some UK uses are starting to • 


find out Some leading companies 
say they are saving several hundred 
mfilkai pounds even in the first year 
of intranet usage. A substantial part 
of this saving is said to come from 
the efimination of storage, minting 
and distribution of documents which 
are made available to staff nniin>_ 

Another benefit is that documents 
which are online are much more 
widely used than those which are 
kept on shrives, so there are 
improvements in productivity and 
efficiency as well as cost savings. 

London Underground says it will 
get a return bo its intranet 
investment - up to now only £70,000 
- in just a few months. Two regular 
publications giving instructions to 
staff which cost around £500,000 a 
year to publish are soon to he cut . 
out. 

"Management stiS cannot believe 
that the intranet will deliver what 
we promised," says Mr Alec Brnty, 
the consultant who Is running the 


programme. The only way to ' 
convince than is just to do ft — 
because they don't believe IT can 
ever deliver." 

The number of users of the 
I /Yruirm Underg round intranet is 
lifcdy to increase from 1,000 to 4^500 
within a few mont h.* The return on 
investment should start to flow as' 
the volume of publications Is 
reduced. 

Mr Brnty plans to add many other 
large documents such as the 
company ioformatianhandbook, the 
group finance manual, the incident 
management system and the IT 
handbook. Not only will much more 
information become available to 
staff more easily but it should also . 
be more up-to-date. 

. Users will have access to these 
documents, stored in HTML . 
(Hypertext Mark-up language), . 
through Microsoft's Internet 

Continued onfacbig page 
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AS/400 Advanced Series While several Which means the software jou ran yesterday w2B> . 

computer systems offer 64-bit technology, AS/400 still run tomorrow. 

gives you something that none of the others .can Only fester. *. y:\k 

match: over 28,000 applications that can actually ft also makes AS/400 the perfect platibrm for , " 

run on it. today’s power-hungry applications IDce data ; 

Right now. warehouang multimedia and the Internet jtad&T 

The difference is in the architecture. Powered even better way to protect your hardware and" VrT 

by R>werPC RISC technology, AS/400 is every software investment. 

bit 64-bit -from hardware to operating system to Now, and further down the road. ’,'V" 

software. Applications are alreatfy optimised for Soifyou can think of one ortwoap(dicati<m^- 

64-bit speed and performance without the need for for 64-bit computing, call Emma Black now/ t‘T\ 

lengthy rewrites or time-consuming recompfles. on 0800 400 000 quoting reference FUL . r/ 

A claim that no other company can make. She will introduce you to 28£00 yon can dhbosis 

In feet, over eight years a ndfive major from-Altenutively, visit our homepage at •*' "'.'.V /y.. 

upgrades, AS/400 has never once rendered a piece www^s400.uk.ibai.com or write torn at 'i 
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intranets are 


Intranets will be a $50bn market 
worldwide by die end of 2000 

O ne of the biggest 
users of intranets is 
the Swiss Rank cor- 
poration. In fact 


... it has so 
many - around a 100 - that 
it has just appointed a head 
of intranets to co-ordinate 

foam aTl 

Intranets take-advantage 
of low-cost- Internet technol- 
o gy suc h as Web browsers — 
software for sear ching the 
Internet and viewing infor- 
mation - to impnwtt intAwnft ] 

CQ nmmni<>ttfinrffi 

Sometimes intrana* sites 
are linked using the public 
Internet network. But the 
information on thaw can 
st£U be restricted to com- 
pany employees. Sometimes 
sites are linked using . a com- 
pany’s own data network. 

At Swiss Bank Corpora- 
tion, owner of SBC Warburg; 
intranets are used for: 

□ Corporate accounting 
and credit information . 

- □ Pub lishing research 
internally, and to a select 
group of so external chants. 

□ Trading Information. 

□ Ordering information 
technology equipment 

□ IT project management 

□ Informing staffof regu- 
latory changes. - - 

The job of Marie Adee, the 
company's new head of 
Intranets, is to unify the dis- 


parate sites so that employ- 
ees can find information eas- 
ily. The sites will also he 
given a common look and 
feel All the company's sites 
can be- -<frf?reh*ri using -the 
Netscape Navigator Web 
browser, but the* c omp any is 
also standardising on r.« frw 
Domino software. 

. This software wSa sit on 
the server computers that 

Stone the intranet inform a - 

tion. Domino incorporates 
Lotus' Notes information, 
sharing software. So employ- 
ees wifi be able to input 
tofarmatfon to Web sites, 
either .through* Notes or 
through their Web hrowsecs.. 

It win also be possible for 
SBC to set up workflow 
applica t ions - which control 
-the flow of work between 
useroin&team. 

According 1 to; Mark Robert- 
son, managing director of 
Blue Cmvfii, an Internet con- 
sultancy^ working, with SBC 
on the project “SBC is using 
intranets because they sfEw 
a very low-cost architecture 

fty irifar nnHwi 

increase the ttmeltness of 

infi ir r nfltlon 

“Previously, credit policy 
infi^atloa was going 
outraf-date as soon as it hit 
the user’s desk," he says. 

There are also savings to.- 



on 


Uwfas BankCotppqaoic ■nBaulsiUc about htemu 


be. made fijom intranets. 
Robertson says that it is, 

Cheaper to h i ftwm aHon 

available via an Intranet 
tban .it is to print it 
.. . Airline network Site’s . 
intranet is also -saving 
money for in- the avia--. 

tkm mffns^ ryj Ah4m« and 

aerospace companies can cut 
.costs by replacing interna- 
tional leased Bnes with ash* 
g!e connection to Site’s 
AeroNet Monet This can 
be accessed from 500 cities in 
WO countries; ■ ■ i, 

The 30 ogr so alriines and 
aerospace companies belong- 
ing to lt .rr mrfinUng - ftrrHflh i 

Airways, ELM; Boeing, Pratt 
& Whitney and BnHs Boyce 
- am use it to access thgi- 


tised information from man- 
ufacturers. This is faster and 
cheaper than getting the 
same Tnfritmatirm on paper 

ot aintrfQm 

For example, British Air- 
ways uses AeroNet to get 
aircraft engineering draw- 
ings, manunla and SO on, 
direct from a Boeing data- 
base in Seattle. 

Manufactures of air- 
frames or Migines can also 
save time and money by 
exchanging large computer- 
aided design/ computer-aided 
m aonfa c tnri »g filing with a 
range of sqppHere over the 
aviation community Intra- 
net- 

Setting up a Web site for 
intranet use is not expen- 


New business advantages emerge 


Continued from facing page 

Explorer browser software. 

Intranets, if they work, 
curtafrify saem In ehang o tiw 

timescale for return on 
investment dramatically, 
typically from four or five 
years for previous 
generations of IT to a year or 
two at most. 

Many of the benefits will 
be “soft", or les&eiasfly 
quantified. For example, 
easipr access to corporate 
information systems should 
open the way to much more 
flunriffla working patterns. 

Befog in the office win. ho 
longer be necessary for ... - 
many purposes. C^ce^pac^ , 
cantherefoftbe sayedby 
sharing desks and the 


Mmrmnt nf «n>v riltng tfon» . 
can be reduced. 

Another soft benefit js . , 
staff morale. Keepfog staff 
informed can contribute a 
lot to team spirit If staff 
hear a rumour of a 

wianagmumt dadsiOD 

affecting toeirfethnre, which, 
is confirraedseveral days 
later by a typed memo, they 
maybe.defootivated. 

An intranet message from 
toe chief executive’s office 
couM reach them only a ibw 
' minutes alter toe decision is 
-taken. Ti,-' • ■' 

.. Jirtranfit sjwtenjs. vendors 
are now starting to focus on 
such aspects of corporate ... 
cnhxuetuan efftotto 


advantages of the - 
technology. 

ff intranets do, inmicalty, 
turn out to /dettver very 
cheaply toe benefits which 
all toe hffiums invested in IT 
for 30 yeara have failed to 
give, then toe implications 

serious:' 

Meanwhile, Mr Andy 
(huv^ -ebief executive of 
Irrte2, and Mr Richard 
Thoman, chief finance 
officer of IBM, have both 
said that Europe may be 
damaged by lagging behind 
the US in its adopflon trf new 
technology. 

. European companies are .. 


*.<r 

?■ 


■ of the many potential 


Internet technology fast 


enoogh, they argue. The 
Romtoc-Duriacher study 
provides evidence to support 
their case. Only 13 per cent 
of the top L000 UK 
companies have so far 
installed intranets, against 
63 per cent of large US 
companies, it found. The 
reason was that UK 
managements, ffid not see toe 
potential benefits Of the 
technology. 

Other studies also suggest 
that top managers in the UK 
are neither IT users nor IT 
enthusiasts. The UK 
therefore seems to need ‘an 
army of MrBntiys’ to work 
on toefr managers and show 
them practical achievements 
which wQl persuade them to 
change their attitudes. 


give. Norwich Union’s Micro- 
soft-based intranet solution 
includes a lot of free soft- 
ware and has not required a 
dedicated project team. 

Digital Equipment seDs a 
.self-build Web server pack- 
age (also available from its 
-Intranet partner BT), includ- 
ing >an Intel or Alpha-based 
jwanpoter, a Digital Alta- 
vista firewall (to -keep out 
hacherk), consultancy 
and some Microsoft software 
at a starting price of £8,000. 

This will enable a com- 
pany to traUd a Web site that 
can be accessed by an unlim- 
ited munber of employees. A 
second package including 
the same ingredients but 
extra security starts at 
£10,000.. . 

However, the real price of 
an intranet is in the running 
costs: tok time it takes to 
keep information up to date 
and to manage the netweak. 

- Roger 1 Whitehead, director 
of the Office Futures consul- 
tancy, says: “As more and 
more pecple begin to use an 
Intranet, it can become 
ungovernable. Users don’t 
know what's on there or how 
to find It So they either nar- 
row their focus, or give up. 

“One of the first tasks fab- 
fog any company is to decide 

.Who can put I nfi nrp y flHnin an 
the intranet, who guarantees 
its quality, and how it 
should be., organised,” says 
"Whitehead. ’ 

. When faced with this prob- 
lem, US workstation com- 
pany Silicon Graphics cre- 
ated the Silicon Junction 
Web si te, that is the central 
point of its intranet So users 
always know that they can 
go these to get a list of all 
the company’s other sites. 

“Their approach is to let a 
1,000 flowers bloom’, but 
organise the intranet so that 
you can find the different 
species," says Whitehead. 

- “Another way of simplify- 
ing the man n gBmftnt of an 

intranetis to put Lotus Notes 
at the back of it, and It will 
organise all the information 
and the ifakR to different 
applications,” he says. “Set- 
ting up a simple int ranet is 
cheap and. easy, but once 
ydu get to a certain, size, the 
cheapness argument is less. 
forcehiL” 


Wide-scale adoption 
has a long way to go 


The potential of 
Java is 

impressive, but 
its strengths 
remain to be 
proven in 
practice 

J ava is the language of 
the future but not of the 
present, according to a 
worldwide survey of 
intranet developments by 
the Xephon consultancy. 

The survey found little 
evidence that users were 
adopting Java, the 
object-oriented 
programming language 
promoted by Sun 
Microsystems, for 
developing corporate 

p yctCTnK nmrririg rm thrfr 

private Internets. 

The language, which was 
launched by Sun in May 
1995, has in the past couple 
of yearn generated a volume 

of publicity unprecedented 
for any new computer 
lan g ua ge. 

It seemed to industry 
insider s to be capable of 
turning the Internet from a 
clever toy into a serious 
computing system for 


It was aedaimed as the 
answer to systems 
designers’ prayers, offering 
re-usability and portability 
of code to an extent neve* 
achieved before - a big step 
beyond the extremely 
successful C++ language, 
from which it derives. 

It would allow users to 
have cut-down personal 
computers (network 
computers' or ‘thin clients’) 
on their desks, on to which 
they could download 
applications from an 
Internet or intranet server 
whenever they were 
needed. 

Software could be 
updated by downloading 
through a browser tool only 
the parts of the application 
which had changed since 
.the last delivery, in the 
farm of 'applets’ - little 


applications, software 
modules, or components. 
Distribution of software 
would thereby be 
revolutionised. 

This approach if 
successful could force many 
software companies to 
rethink their product 
strategies radically. It could 
threaten Microsoft’s 
dominance of the operating 
systan market since it 
would make the browser 
thft most h m y w fan it. plBmfrrt 
of the desktop system. 

Microsoft plays down its 
importance. Its Internet 
tools product manager MT 
Mike Pryfee-Smith says: 

“Java Is a useful language, 
but we don’t see it as the 
only one for intranets.*’ 

Java is also a Mg 

i-hfllteng ft +n «p pH«it1ftnc 

developers, especially 
developers of groupware 
and workflow systems 

Most of the 
enthusiasm 
has come from 
suppliers 

which could be threatened 
by intranets running Java 
mniaig. Many pf them are 
now scurrying to re-design 
their products using Java. 
The potential of Java is 
impressive, but its 
strengths remain to be 
proven in practice. How 
important a force in IT it 
will become is still hard to 
predict 

Most of the wave of 
enthusiasm far the 
language has so far come 
from the supply side, as the 
leading supplier ccanpanies 
rush to show that they are 
abreast of the latest 
technology. 

Leading tools developers, 
such as Netscape and Lotus 
Development have been 
keen to emphasise their 
commitment to using file 
language. Netscape plans to 
give away Java applications 
in an attempt to create a 
new market in the same 


way as ft did for browsers. 

“Thera is no question that 
Java is an im port a nt 
breakthrough,” says Mr 
Eric Broussard, Netscape’s 
marketing manag er fo 1 * 
Europe, “but it wfQ take 
time for a lot of companies 
to adopt it" 

Lotus has retrained 
hundreds of its staff to be 
able to cope with Java and 
plans to recruft more. Its 
parent company IBM is 
spending several hundred 
million dollars on Java 
development 

But although users say 
they favour Java over all 
other options fix* intranet 
development few of them 
seem to have taken the idea 
very far. Some analysts had 
forecast widespread 
adoption of Java during 
1997, hut they may be 
wrong. 

Many users appear to be 
doubtful about whether it is 
yet mature enough to tackle 
important new corpo ra te 


‘Our survey suggests that 
use of the intranet for Java 
application is still some 
way off" says Xephan’s 
research director Mr Marie 
Lfflycrop, "There is not 
much pf Mnri gnlwg 
on.” 

The immaturity of Java 
tools and the scarcity of 

OT p p r tloo In dwrigwlnp and 

developing applications in 
the language are holding up 
its progress with users 
despite a lot of interest in it, 
he says. 

Creating an Intranet is 
not a particularly hard job, 
but exploiting it to the full 
is a much bigger challenge. 
At present, intranets are 
generally being used for 
much less ambitious 
projects than Java 
applications could deliver. 

The typical use of current 
intranets is far distributing 
information across a 
company, extending the 
existing email and 
groupware systems, the 
Xephon survey found. 
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New competition in association with 3Com, the computer networking company 


Your chance 
to Join the 
Boston FT Party 

A memorable prize trip to Boston, 
Massachusetts, In June 

A seven-day trip for two to Boston in the US. with excellent hotel 
accommodation, spenefing money -and a yacht trip -forms the 
prize package being offered to FT readers in a new competition 
launched today In association with 3Com, the computer 
networking company. 

Boston, In eariy Jute, will be the scene of big celebrations as 
the latest port-of-cafl for the BT Global Challenge yacht race as 
the vessels arrive after weeks In inhospitable conditions on the 
high seas. 

The winner of the Boston FT Rarty competition - plus Ms or her 
guest — will have a chance to meet the yacht craws and make a 
four-hour trip on the 3Com yacht 
Tin prize-winner and guest will fly to Boston on June 24 and 
return an June 30, having spent seven days (six nights) relaxing In 
Boston. 

The winner and guest wfB be met by FT journalist Richard 
Donkin, one of many people drawn from ail walks of ttfe who have 
taken part In the Global Challenge. He recently spent 43 often 
stormy days saffing from Rio de Janeiro in Brazil to Wellington in 
New Zealand as a crewman on the 3Com yacht 

■ To eater the competition, readers simply need to answer the following 12 questions. 

X- A corporate way of saying ‘computer 

. i-nrnmiiriicatin Ti mmpatahnh y*. 



% . A shower-proof Challenge part? 

Tfcis Challenge boar could be mistaken for a sea dog. 

<4.- Pkmeering explorer who gave his 
rtamft Co South American straits. 

5 iHe tits. in Equatorial Judgment when crossing the line. 

6 Missives on the Internet? 

7. This challenge boat waits fbr no man. 

A A place on the Internet to spin a spider's trap? 

9. This whak is ‘sometimes called a loiter. 

IftThe ship that carried Cpt James Cook 
k second and third voyages of discovery. 

&1. Grimy for a Royal Challenge sailor? 

,- fe-iIHggmgfor covering corpses? 

be posted or faxad Id th® address below. 

T&.Jaotfng date is April 21, 1997 Fax no: 0181 780 0078 , 

TfWjFT/3Com Boston Competition 
FREEPOST, 

Europe House, 

22S-3CT Uppw Rfcfuiuind ftoad, ' VV._ . . 

London SW1868R j , . 

RUt tfriK-ConyeH M OR fen* open to ths staff (and their fmOn) ofttie FT 
gro^>. SCckH W BT. Pr*taj or tewd rep(aa do not oooeftute proof at «rmy 
In Ufa prim ctaw; tfta wknhg etry v* ba <*«wn ooApiB 28 and 
anmafuBd h tt>* M«v 7 bnueoltha FT-4T Rwtw; iwoh ot wlnnen w9 bo 
■ M fcbh i%» n a p p fcMfa n after Atrf^butftOCOfTwpoixtaneavwgOg 
'•^nFod feast _tjjs Judged do d don b trial. No caah btamottv* wfl to olhnd 

. ' 

FTor oonv»ntes apprtwed by tfw FT UayUmstal 
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The fast lattont of tfw answars ccnftkia to spafl out Iho 
phrase 3Com Natworks. Tho answers to many of thaw 
quastlcm coid bo gleaned from viewing the BT Global ChaAanga 
web sita: www.btetetonga.com 
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Unruh: 'Competition In world markets is br in ging the s ub j e ct of 
Information ma n a ge me nt right squarely to the c e ntre 1 


ince he took over In 
1990 as chairman and 
' chief executive of Uni- 
sys, James Unruh has over- 
seen the transformation of 
his company from a tradi- 
tional mainframe supplier 
into what he calls 'an infor- 
mation management com- 
pany-’ 

“Our objective is to weak 
with clients to help them 
create competitive advan- 
tage through better manage- 
ment of jnfhr mgHnn Jjj their 
organisation," says Unruh, 
who was senior vice presi- 
dent for finance at Bur- 
roughs in 1986 when his 
group merged with Sperry to 
form Unisys, 

Unruh argues this objec- 
tive is necessary because 
two of the props which tradi- 
tionally helped businesses 
build sustainable competi- 
tive advantage are no longer 
sufficient “Since the indus- 
trial revolution we have 
based competitive differenti- 
ation on product and, In 
more recent times, on qual- 
ity" he says. 

“But in most Industries, 
product life-cycles are so 
short that you really cazmot 
have a sustainable competi- 
tive diffat - Enriatirm on that 

basts.” 

At the same time, he 
argues that in order to com- 
pete with Japanese manufac- 
turers, both US and Euro- 
pean companies have had to 


Customer-service is crucial 


The first step In unlocking the value of information 
technology is to listen and understand what the client 
really wants, says James Unruh, who also sees the growth 
of the Internet as ‘a huge services opportunity 1 


raise their levels of quality, 
"to the point where quality 

as a riiffarwnfiat nr 

more of a question, what hap- 
pens if you don’t have it” 

Instead, he argues that 
companies need to focus an 
customer-service and creat- 
ing value for their custom- 
ers. “As I look at it that 
brings the subject of infor- 
mation management right 
squarely to the centre,” he 
says. 

The Unisys chief executive 
argues that the first step 
towards creating value for a 
client is to listen and under- 
stand what the customer 
wants - “most of us do not 
listen well to what our cli- 
ents tell us". For example, 
he says companies often foil 
to recognise how valuable 
complaints are: “We think of 
them as irritations, some- 
thing we have to deal with" 

However, he believes the 
best single place to find out 
what customers want and 
what they value, is by ana- 
lysing a company’s own 
data. “Transactions disclose 


customers preferences, how 
they do business, what they 
do, how they buy, what they 
buy, and so on," be says. 

Unlocking those insights 
through techniques s uch as 
data -mining and t bqn mak- 
ing the results available to 
those making and 

the people who are actually 
dealing with customers, 
“becomes a critical part of 
information management,” 
says Unruh. 

In terms of Unisys itself, 
Unruh says the company 
reached the conchmicai that 
while technology itself was 
“a very critical thing , and no 
less critical than it ever was, 
it is no longer anything like 
sufficient to really work 
with a client and create 
value." 

So, he says Unisys typi- 
cally begins work with a cli- 
ent “with an involvement at 

the level of Iwfwmatip n plan - 
ning-type consulting." The 
second step is systems inte- 
gration work — ‘ “sometimes it 
is sailing a standard applica- 
tion, sometimes it’s using 


software from some other 
source, sometimes if s a cus- 
tom development with a cli- 
ent - it all depends on the 
situation,” says Unruh. The 
final step, he adds, is provid- 
ing “life-cycle support ser- 
vices" such as traditional 
maintenance work, help- 
desks or outsourcing ser- 
vices. 

As Unruh notes, this is a 
sharp change from the 
group's original box-pushing 
business. “Five years ago we 
were a mainframe computer 
company, the business and 
economic essence of the 
wnwpqny was to sell a main- 
frame computer and take the 
maintenance contract In 
hindsight ft sounds like a 
fairly simple business.* 1 

Beginning in 1992, he says, 
“we began to create a differ- 
ent company, not abandon- 
ing our technology business, 
bat to go wdl beyond It" 
Unisys completed the 
restructuring process at the 
be ginning of 1996, adopting 
what Unruh describes as 
“the three businesses -one 


TO MAKE THE WEB READY FOR 
BUSINESS WE HAD TO OVERCOME 

CHNOLOGICAL HURDLES 
PEOPLE FOR EXAMPLE. 
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a scientific fact that people are nosey and 
A/ft/o tfie Ihing ^ want ,0 Me 1,16 most a the thing 
you least want them to see. This explains why the 
Web is fell ol staff that is so unimportant that it 
doesn'l matter If ewtyboity sees It Stuff like UFO 
chat lines, pictures of dead rock stars and short 
stories that nobody would pablish on rent paper. 
Trne. there is some business stuff. Bat it's mostly 'brochureware? general 
information aimed at the broadest audience and, therefore, not terribly critical 
to anyone. This is because, in technological terms, security is lousy. 

True, you can prevent people from getting into your system. But once they're 
in, they're m. The secretary in accounting sees what your director of finance 
sees. Your freelance brochure writer sees what your marketing 
manager sees. Eveiybody gels into everybody eise’s business. 
It’s HUMAN NATURE. Thus, the Web is not used to let the right people gat to the 
kind of useful- but-sensitive information they need to do their jobs. 

This is why you need Lotus Domino software. It not only helps all the critical people 
in your company - employees, executives, customers, contractors end suppliers - 
use the Web to work together, to get to the people or the information they 
need. It also lets you control who sees what and who can make changes to the 
information they find. Domino is not a security system per se-illsa tool tor 
creating and developing customised, interactive solutions for doing business 
on the Internet. But security is totally integrated, so it’s simple to implement, 
(Lotus Domino is based on Lotus Notes technology, the groupware standard 
that is famous lor its powerful security features). For more 
information, explore www.iotus.com or attend p free 
seminar in your area. Call 01753 736105 quoting FTi. torking Together 
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company 1 structure". 

“Going back to the begta- 
nfng of the process, there 
was never any doubt in my 
mind that I was going to 
move us to a business-based 
organisational structure, 
rather than a function-based 
organisational structure,” he 
says. “But it took time to 
develop the businesses to the 
point where one could really 
do that” 

He says the- restructuring 
.helped accelerate the trans- 
formation of the group, 
“because underneath the 
covers of whatever gross rev- 
enues we have, we are build- 
ing 'a new automobile’. The 
old traditional [mainframe] 
business is declining and 
will continue to decline," he 
says, but nevertheless 
emphasises that there will 
be a continuing requirement 
for 'enterprise servers.’ 

It is going to be a smaller 
marketplace and those enter- 
prise servers are going to 
look different, they already 
do." he says. 'Tt is a very 
good business, blit you don't 
invest in It as if it were a 
growth business." 

The growth opportunities 
that Unisys has targeted 
include the IT consulting 
and computer services busi- 
nesses, including IT outsour- 
cing. “Companies, including 
those in the computer indus- 
try, tended to be completely 
integrated vertical compa- 
nies, doing all kinds of func- 
tions,'’ says Unruh. “What is 
happening is that increas- 
ingly organisations are 
dete rmining what their spe- 
cialities are, what their core 
competencies are and the 
areas in which they add 
value." 

Outside of these areas, 
operations such as building, 
maintaining and operating 
complex computer networks 
are being outsourced to IT 
specialists, such as Unisys. 
Unruh rejects suggestions 
that outsourcing will turn 
out to-be a temporary fed, 
but he does accept that some 
outsourced business will be 
taken back in-house - “the 
trend will go to the extreme 
and then come back into 
some kind of balance,” he 
believes. 

Aside from the IT outsour- 
cing market, Unisys is tar- 
geting several specific verti- 
cal markets for growth. “In a 
vertical market sense, I view 
the business increasingly as 
a grouping of segmented 
markets or niches that one 
plays in, or tries to be a dom- 


inant or leading provider," 
he says. Traditionally, Uni- 
sys bos bean strong in the 
financial services and gov- 
ernment sectors. “1 think 
there might he scone debate 
as to which segment of 
finan cial services could 
exhibit the fastest growth in. 
IT over the next few yean," 
says Unruh. “When I look at 
the gap to be dosed - from 
where they are to where 
they need to be - then It’S 
the insurance sector that 
really has a lot to catch-ttp. 

“But the financial services 
industry is In a huge transi- 
tion, so there is a lot of 
growth and their products ■ 
are all information-based 
products." 

- Similarly, in the public 
sector he notes that “while 
the money is going to be ta 

'The financial 
services 
industry is 
in the midst 
of a huge 
transition’ 

shorter supply, the need la 
even greater to apply tech- 
nology to try and cope with 
the overall cost-problem of 
providing services". 

Other attractive markets 
include the communications 
industry: “The areas to go 
for are those in chaos," says 
Unruh. “And 1 think we are 
just peering aver the edge 
into the chaotic period of the 
communications industry. A 
lot has already happened, 
hut there is a lot to go. De- 
regulation Is really only just 
beginning, so there Is going 
to be a tat of opportunity ta 
that industry to beta them 
with their issues." 

Along with most other 
companies in the IT sector, 
Unisys also sees the growth 
of the Internet and Internet 
technologies as “a huge ser- 
vices opport u nity”. 

“The history of new tech- 
nology in our industry has 
two strikingly consistent 
things about it," says Unruh. 
“One is that we have, almost 
without exception, over-esti- 
mated the impact of new 
technology in the near-term 

- and at the same time, 
almost without exception, 
under-estimated the Impact 
of it in the long-term. I think 
the Internet fits squarely in 
this category," 




Java applets are 
'some way off 


From previous page: 

Mr Lillycrop also sees a 
potentially serious problem 
in developing Java applica- 
tions which are both re-us- 
able and maintainable, espe- 
cially if its use is combined 
with that of a lees pliant lan- 
guage such as C. 

"If you put C or C++ pro- 
grammers on to wr itin g Java 
you may end up with code 
which is a hybrid and will be 
very hard to manage," he 
foresees. 

Nonetheless. Mr Lillycrop 
along with most other ana- 
lysts, thinks that Java is the 
language of the future and 
sees no alternative on the 
horizon for intranet develop- 
ment 

“It win Just take thne for 
people to re-adjust to it and 
gain the skills to make use 
of it," he says. 


Re-training staff to he able 
to write Java programs will 
be a time-consuming end 
expensive task. 

Recruitment of people 
with the aptitude for Java 
programming will be very 
hard in the next few years as 
companies compete for 
scarce skills to deal with the 
year 2000 date-change prob- 
lems and the expected 
launch of European Eco- 
nomic and Monetary Union 
(Emu ). . 

There are already signs 
that new development pro- 
jects such as b uilding frrtra. 
nets are being postponed 
while users concentrate on 
those more urgent tasks. 
-Some companies are said to 
be fr ee z i ng all new develop- 
ment until they are salved. ' 

This could delay, the . mass 
exploitation of Java for the 
intranet for several years. 
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PRINTERS 
FAX MACHINES 


IN BRIEF 


Monsanto agrees 
Calgene purchase 

Monsanto, the St Louis-based chemical life 
sciences company, said it bad agreed with 
Calgene to acquire the remaining shares of the 
California-based biotechnology pioneer for $8 
per share. Page 19 

Energy Africa seeks black investors 

Energy Africa, sub-Saharan Africa's only pri- 
vate sector oil and gas exploration company, 
wants to attract more black empowerment 
groups to Its shareholder register. Page 18 

NCB In wide-ranging overhaul 

Nippon Credit Bank, one of Japan's top 20 
banks, announced a restructuring that includes 
withdrawal from overseas operations and staff 
cuts of more than 20 per cent. Page 21 

Trafficmaster extends to Germany 

Trafficmaster, the traffic information provider, 
will today announce It is extending its system to 
Germany in an agreement with Mannesmann 
Autocom, the German telecommunications 
group. Page 23 

Grupo Torres out of receivership 

Grupo Torras, the ill-fated holding company set 
up in Madrid by the Kuwait Investment Office, 
has emerged from receivership. Page 18 

Panel backs ANZ in Indian bank row 

Australia and New Zealand Banking group 
(ANZ) said it could book a large abnormal gain 
after an Indian arbitration panel ruled In its 
favour in the company’s dispute with India's 
National Housing Bank. Page 21 

Dexia 1996 net Income up 10% 

Dexia, the Franc o-Belgian banking group, 
announced net income up 10 per cent to 
FFriL2bn ($569m) for 1996. Page 20 

KroKI agrees to takeover by Equifax 

Kroll Associates, the best-known operator in the 
world or corporate gumshoes, announced that it 
had agreed to be taken over by Equifax, an 
Atlanta-based credit-checking company. Page 19 

Brazil’s Varig reports losses of R$64m 

Varig, the Brazilian airline, released headline 
figures showing losses of R$64m (US$60.4m) last 
year after losses of R$7m in 1995. Page 19 
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By Richard Waters and 
Lisa Bransten in New York 

Like the savage snow storm 
that has just blown into New 
York on the heels of a balmy 
spring weekend, the sudden 
chill now descending over Wall 
Street has come as something 
of a surprise. 

Last Tuesday's US interest 
rate rise - the first in more 
than two years - had been so 
well telegraphed in advance 
that it appeared to have passed 
with barely a shrug. But since 
then the investment barometer 
has swung sharply. 

A bounce in share prices 
yesterday morning brought 
temporary respite. After two 
sessions of steep losses, inves- 
tors were once again picking 
their way through the mast 
damaged sectors of the stock 
market in search of bargains. 
But the mood has changed. 

Mr Peter Anderson, head of 
equity investments at Feder- 
ated Investors, a mutual fund 
group, was among those to dis- 
play this new-found caution. 
While hunting yesterday for 
bargains amnrtf t tin* Stock mar - 
ket’s fallen stars, such as tech- 
nology and finan rial services 
companies, he confessed to a 
heightened awareness of risk. 
Companies that seem most in 
danger of foiling to live up to 
earnings expectations are 
being weeded out of his portfo- 
lio. “We're somewhat more 
defensive. “ he said. 

Such caution now holds 
sway. It may be too early to 
predict a bear market, but the 
sudden shift in sentiment sug- 


Bre-X 
dealings 
in second 
system 
failure 


By Kenneth Gooding in 
London and Scott Morrison 
in Vancouver 

The Toronto stock exchange's 
computer system was over- 
whelmed yesterday for the 
second time since Thursday 
when shares in Bre-X, the 
Canadian exploration com- 
pany, resumed trading after a 
one-day halt. 

More than 2m shares of the 
troubled Calgary-based com- 
pany changed hands in the 
first two minutes of trading 
and 7.78m were traded in 22 
minutes before the system 
crashed. Bre-X has 237m 
shares in issue. 

Bargain hunters pushed the 
Bre-X price up 54 per cent, or 
C$1.35 to C$3.85, in early trad- 
ing. 

The computer system was 
down for nearly an hour 
before trading, excluding 
Bre-X, resumed. 

Minutes before trading in 
Bre-X started, the company 
Issued a brief statement indic- 
ating that a report by Kflborn 
SNC Laval in on Bre-X's Bus- 
ang gold prospect in Indon- 
esia, was more complicated 
than had been expected. 

The report was due to be 
published yesterday but the 
company said it required “a 
more thorough review by Bre- 
X’s technical team than ini- 
tially anticipated”. 

Separately, the Toronto 
exchange said it had started 
an investigation with the 
Ontario Securities Commis- 
sion into the events that led to 
a collapse in the Bre-X share 
price. It would focus on trad- 
ing patterns and disclosure 
issues. 

Authorities would be 
looking for unusual share 
trading patterns that might 
indicate persons or institu- 
tions acted on information 
that had not yet been made 
public. 

They would also try to 
determine whether Bre-X had 
withheld information. 

“It’s routine th at w e would 
do this,” said a TSE official. 
He was unable to say bow 
long such an investigation 
would last. 

Meanwhile, a number of US 
shareholders in Bre-X have 
initiated legal action against 
the company and some of its 
directors. 

Mr Steve Schulman at Mil- 
berg Weiss Bershad Humes & 
Leracfa in New York said his 
firm bad been approached by 
some investors. He was aware 
of two or three similar actions 
being considered by Bre-X 
shareholders in New York and 
California. 

World stocks. Page 36 


Caution has become the 
market’s watchword after 
the Fed’s rate increase 


gests the bull market faces its 
toughest test for some time. 

In the perverse logic of the 
markets, it has taken a power- 
ful start to the year for the US 
economy to threaten the Wall 
Street's sense of well-being. 
After six years of economic 
expansion, there is simply too 
little slack in the system - too 
few workers to hire, too little 
unused production capacity - 
to keep raising output without 


flowing into equity funds than 
out, it adds - though interest 
has shifted from the riskier 
"aggressive growth” funds 
that drove the stock market's 
advance in recent months. 

The threat that prices of 
long-dated bonds could con- 
tinue their declines seems, at 
least for now, to be damping 
demand for these instruments. 
But short-term Instruments, 
which carry less risk, already 


Still searching for bargains among high-tech stocks 
but now feeling ‘somewhat more defensive ’ 

Peter Anderson of Federated Investors 


putting pressure on costs. 

The Federal Reserve's self- 
declared pre-emptive strike 
last week seemed at first 
glance just the thing to cool 
the economy’s heels. But on 
further consideration, the mar- 
kets have decided it may well 
take one or more moves this 
year to have the desired effect. 

The rise in interest rates 
already seems to be having an 
impact on investors' behav- 
iour. T Rowe Price, one of the 
US's biggest mutual fund 
groups, reports that its cus- 
tomers have shifted some 
money from equity to money 
market funds since late last 
week. There is still more cash 


offer an attractive yield of 
nearly 6.5 per cent should that 
rise above 7 per cent, it would 
begin to present a serious chal- 
lenge to equity investment, 
said Mr Henry Ka ufm an, a 
Wall Street economist. 

The global economic back- 
drop is also likely to become 
less supportive to the US stock 
market than in recent years, 
he adds. The economic woes of 
Europe and Japan have kept 
global interest rates low, creat- 
ing a surge of liquidity: much 
of that money has found its 
way Into the US Treasury 
bond markets, indirectly keep- 
ing borrowing costs for US 
companies low and putting a 


solid foundation under share 
prices. If - a big if - the global 
interest rate cycle Is turning. 
Wall Street will no longer be 
such a powerful magnet for 
the world's capital. 

None of this necessarily 
means that the long US bull 
market is dead. Indeed, many 
on Wall Street - including the 
bearish Mr Barton Biggs of 
Morgan Stanely - predict one 
last surge for the stock mar- 
ket, as the Fed succeeds In 
extending US expansion. 

But one of the other key sup- 
ports for shares, the earnings 
growth of US companies, looks 
to be weakening. And without 
a steady rise in profits, it will 
be hard for the stock market to 
shrug off the rise in interest 
rates, as it did in 1994. 

US analysts and economists 
expect the crunch in earnings 
to come In two stages. First 
will be the squeeze on profit 
marg ins in the first half of this 
year, as US companies wrestle 
with higher labour and materi- 
als costs. The stronger dollar 
will dent the profits of the 
multinational companies 
which have led the 1990s bull 
market. Then, further ahead, 
the Fed's attempts to put the 
brakes on the economy will 
add to the pressure by damp- 
ing consumer demand. 

Earlier in the economic 
cycle, adjustments like these 
need not have had a serious 
long-term impact. Now, 
though, costs are rising, says 
Mr David Hale, an economist 
at Zurich Kemper Investments, 
prod ucing “a traditional late- 
cycle squeeze". 


US corporate earnings: 
heading for a fall? 



S&R500 

Annual % change in . EPS 

‘ 20 


JS&P Composite 
PE ratio* 


24 




• • • • 


1990 91. B2. 93 94 ,95 .'9687' 1990 91' 92 .93 94 85' 96 97 


The price/eamings ratio on 
US stocks remains at a heady 
level, just as corporate earn- 
ings growth looks to be run- 
ning out of steam. That may 
not be a recipe for disaster, but 
it leaves corporate America 


with a lot to live up to in the 
months ahead. 

Lex, Page 16; International 
bonds. Page 24; World stocks. 
Page 36; London stocks. Page 
32 


Suez approves Lyonnaise merger 

Board proposes special dividend likely to total $533m 





Jean-Louis Beffa: aiming to 
cut his stake in Suez 


By Andrew Jack in Paris 

The board of Suez, the French 
holding company, yesterday 
gave its approval for a merger 
with Lyonnaise des Eaux, the 
utilities group. It proposed the 
payment of a special dividend, 
likely to total more than 
FFr3bn <S533m), before the 
deal. 

The dividend announcement 
removes a potential obstacle to 
tbe merger preceding a discus- 
sion by the board of Lyonnaise 
des Eaux today and more 
detailed talks between tbe two 
companies on April 11. 

The announcement was 
made on the day Mr Jean- 
Louis Beffa. chairman of Saint- 
Gobain. the glass and building 
materials company which 
owns 6.3 per cent of Suez, said 
he was in favour of the merger 


on condition there was an 
exceptional dividend paid out 
first. He added that he 
intended to "significantly" 
reduce his stake in Suez as 
part of a plan to unwind the 
cross-shareholdings between 
his group and a number of 
other French companies, 
which include Banque Nat- 
ional de Paris, Axa-UAP and 
G€nerale des Eaux. 

In response to pressure from 
investors keen to ensure they 
receive compensation after the 
poor performance of the shares 
over several years, Suez said it 
would pay a cash dividend to 
reflect the capital gains made 
last year when it sold its sub- 
sidiary, Banque Indosuez. 

That would suggest a maxi- 
mum payment of FFr3.4bn, 
and those close to the discus- 
sions indicated yesterday they 


expected the "super-dividend” 
to total at least FFrSbn. 

Under current plans, if 
investors vote in favour of the 
merger, those with stakes in 
Suez would exchange between 
2 and 2.1 of their shares for 
each Lyonnaise share. 

Morgan Stanley, the invest- 
ment bank, has been the lead 
adviser to Suez with assistance 
from Banque Indosuez, and 
Bankers Trust, the financial 
services group, has been 
adviser to Lyonnaise des Eaux, 
with assistance from. Credit 
Lyonnais. 

Goldman Sachs, the US 
investment bank, is expected 
to provide a "fairness opinion" 
on behalf of Suez and Credit 
Commercial de France for 
Lyonnaise when the boards 
next meet on April 1L 

Suez published its 1996 


results yesterday, which con- 
firmed its return into the black 
with net profits of FFrMSm 
after reporting losses of 
FFr3.96bn in 1995. 

The- figures included the 
effect of FFr961m In charges 
triggered by the 'sale of its 
portfolio of property loans, and 
FFr5 00m against Its Invest- 
ment in the recently merged 
insurance group, Axa-UAP. 

However, Suez reported net 
exceptional gains of FFr121 m 
after taking into account 
FFr79 lm in the sale of non- 
strategic investments. There 
was a further FFr95 lm in prof- 
its triggered by subsidiaries it 
sold in 1996 - notably Banque 
Indosuez and Gartmore. 

Lex, Page 16 
Logic is simp la - , Page 20 
Saint-Gobafn results, Page 20 


Delisting threat 
to C & N after 
increased losses 


By Ted Bardacke 
in Bangkok 

Chrlstiani & Nielsen, the Thai 
construction company which 
engineered a takeover of its 
Danish parent company in 
1992, is in danger of being 
delisted from the Thai stock 
exchange after reporting 
higher than expected losses 
yesterday. 

The exchange has 
threatened to delist the 
company if it fails to show a 
profit this year. 

Under a rehabilitation plan 
submitted to the exchange. 
Christianl & Nielsen said it 
would post a profit or Bt63m 
tS2.4m) in 1997. 

Analysts said that the 
projection appeared optimistic 
after the company yesterday- 
revealed net losses increasing 
178 per cent last year to 
Bt2.64bn. It had originally 
projected a 1996 loss of 
Bt2-4bn. 

The reverse takeover, valued 
at S80zn. was seen as a symbol 
of the dynamism of the Asian 
construction and property 
markets at the time compared 
with the downturn being 
suffered in Europe. 

A boom in the Thai stock 
market contributed to the Thai 
subsidiary being valued at 
nearly double that of its 
Danish parent company. 

The company's strength in 
Thailand, where it employs 
more than three-quarters of its 
workforce, had been expected 
to provide the base for the 
company to revamp its 
loss-making European 
operations. 

But with the Thai economy 


slumping and the property 
sector in crisis, that 
foundation has cracked. 

The average gross margin on 
construction work has fallen 
to 3 per cent from a high of 15 
per cent in 1992 while the 
company has focused on the 
volatile private sector high-rise 
market, neglecting the 
political connections it needs 
to retap the more stable and 
lucrative public sector 
infrastructure business. 

“The company embarked on 
rapid expansion despite a lack 
of qualified staff which led to 
poor bidding for projects, 
inadequate administration and 
oversight of operations 
resulting in poor gross margin, 
cost overruns and customers 
refusing to certify - construction 
work when completed." said a 
recent report by brokerage 
W J. Can - . 

The company’s order book at 
the end of 1996 was equivalent 
to just eight months of 
construction work • Bt6bn in 
Thai! raid, BtoGOm in Europe - 
and Bt600m from the Intertec 
Group. the company's 
mechanical and electrical 
engineering arm. 

The problems in Europe 
continue. according to the 
company’s rehabilitation plan. 

Christian! & Nielsen took a 
large charge when it sold out 
its controlling stake in 
loss-making German property 
developer Nobleclear. 

The sale was made to the 
company's main Thai 
shareholders, the Crown 
Property Bureau and Slam 
Commercial Bank, in an 
attempt to clean up the 
company's books. 
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Dispute blocks Bezeq’s path to market 

Planned flotation of the Israeli telecoms group is b4ing held up by a row between shareholders 


I nvestors In Bezeq.' 
Israel’s state-controlled 
telecommanications net- 
work, were disappointed that 
its 1996 results gave no hint 
of a resolution of the long- 
running dispute between the 
company's two largest share- 
holders, the Israeli govern- 
ment and Gable and Wire- 
less. 

The UK-based telecoms 
group has 10 per cent of 
Bezeq 's shares (and one seat 
on the board) and wants a 
further 10 per cent 
Bat Mrs Limor Livnat. 
Israel's communications 
minister, argues that Bezeq 
is vital to Israel’s security 
and is a gains t foreign groups 
having a substantial stake In 
the company. 

Last year she gave new 
weight to existing laws 
which prevent any company 
from buying more than 5 per 
cent without first Informing 
the government. C&W could 
ask, hut it would be turned 
down. 

C&W was more than 
disappointed. By acquiring 
more than io per cent, it 


could have consolidated 
Bezeq's results In its balance 
sheet 

Furthermore, Mr Richard 
Brown. C&W chief executive, 
sees Bezeq as the core of his 
Middle East strategy. 

Over the past several 
months, both sides have 
been trying to agree a com- 
promise, through which 
C&W and the government 
would form a joint company 
to control 20 per cent of 
Bezeq. 

The state would hold 51 
per cent of the joint com- 
pany, a™* C&W the remain- 
der. This might allow the UK 
company to consolidate 
Bezeq's results in its balance 
sheet 

So far, however, govern- 
mental approval has not 
been forthcoming. 

Mr Avi Hochman, acting 
chair man of Bezeq, says the 
failure to reach agreement is 
damaging strategy, in partic- 
ular the planned flotation of 
the company. 

Impatient to be free of gov- 
ernment control, the com- 
pany is helping to reduce the 


state's stake from 76 per cent 
to 51 per cent by the end of 
this year, through an inter- 
national or a domestic list- 
ing, or both. 

“We have to know where 
the government stands with 
C&W before we even con- 
sider issuing a prospectus or 
approach the international 
markets," Mr Hochman says. 

He would prefer an inter- 
national listing to a domestic 
one, since the Israeli market 
is too small to absorb a 25 
per cent tranche of Bezeq 
shares. The response to 
Bezeq's recent 6150m seven- 
year syndicated loan at 0325 
per cent above Libor reas- 
sured it of investors' confi- 
dence. 

The company has modern- 
ised itself beyond recogni- 
tion. It has managed to stop 
long delays in installing new 
lines - less than 10 days is 
now the norm - and the 
entire national network has 
been digitalised over the 
past five years. 

Bezeq Intends to raise a 
total of Shkl.5bn ($446m) in 
loans tills year to cover its 
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Shk3bn debt to the govern- 
ment and Shk4bn owed to 
banks and other financial 
institutions. 

An international listing 
would allow Bezeq to expand 
into new markets, to cqpe 


with competition at home 
when tho international tele- 
phone sector is liberalised 
later this year. 

This win reduce the cost of 
phone calls by between 50 
per cent and TO per cent 


Flotation would also give 
Bezeq much-needed cash to 
finance a ShklObn five-year 
programme, which will 
Include improving infra-' 
structure and services. 

C ompetition win inevi- 
tably affect Bezeq’s 
balance sheet More 
than 27 per cent of its 
annual revenues, which 
stood at Sbk&2bn last year, 
will be challenged a a its 
monopoly breaks down. 

There will be some 
compensation from : the 
government - its royalties, 
for example, will decrease 
from 8 per cent to 5 per cent 
And Bezeq will receive fees 
from rival international 
operators who have to use 
its network to deliver their 
calls. 

But Mr Hochman admits 
the government could do 
more to prepare one of 
Israel's most successful com- 
panies for competition. 

Bezeq's existing licence 
enables it to provide conven- 
tional "plain old telephone 
services". Mr Hochman. - 


however, wants to diversify 
Into the growing multi- 
media market. 

“We have to enter many 
more services - teleshop- 
ping, ha plrinp But we can- 
not do that u ntil the licence 
Is brought up to date," he 


In spite of its commitment 
to privatisation and competi- 
tion, the government seems 
slow in preparing Bezeq for 
thin challeng e 

“All we are asking Is- that 
Bezeq is given the chance to 
compete fairly," Mr Hoch- 
man says. 

But planning is difficult 
while uncertainty remains 
over the flotation. 

"Bringing the govern- 
ment's stake down to 51 per 
cent is achievable this year. 
Give me the mandate and I 
will show it is achievable," 
he says. 

Like investors, Mr Hoch- 
man Is still waiting for the 
green light from the govern- 
ment and the pud to its dis- 
pute with C&W. 

Judy Dempsey 


Grupo Torras to repay 10% of Pta217bn debt 


v. 


By Tom Bums in Madrid 

Grupo Torras, the ill-fated holding 
company set up in Madrid by the 
Kuwait Investment Office, has 
emerged from receivership. 

A chastened Grupo Torras said 
yesterday there would be no 
resumption of the aggressive take- 
over strategy that characterised 
its dealings in the late 1980s. 

This ultimately led to its col- 
lapse In December 1992, by which 
time it owed Pta217bn ($l_53bn) to 


unsecured creditors. Of this, 
Pta205bn was owed to companies 
related to the Kuwait Investment 
Authority (K3A), which controls 
Kuwait's overseas assets. 

A Madrid court last week finally 
lifted a suspension of payments 
order on Grupo Torras, allowing it 
to resume normal business. The 
move came more than 18 months 
after the KIA and the Spanish 
government's credit agency 
undertook to renew funding to 
Grupo Torras. 


However, subsequent challenges 
to a creditors' agreement that had 
been sanctioned by the receivers 
office prolonged the receivership 
period. 

The first task of Grupo Torras is 
to begin paying hack creditors 
under the terms of the agreement. 
The company will over the next 12 
months pay out only Pta2S Jhn of 
the total Pta2l7bn debt, with the 
KIA-related creditors writing off 
Ptal84bn. 

Other large creditors to Grupo 


Torras, which wiD receive 10 per 
cent of what they bad lent, 
include the Spanish tax authori- 
ties, the domestic institutions 
Banco Bilbao Vizcaya and Caja 
Madrid, and Sumitomo Bank of 
Japan. 

The KIA is now likely to keep 
Cfrupo Torras on a tight rein, and 
analysts expect it to explore every 
opportunity to recoup same of its 
losses through disposals. With its 
balance sheet finally cleared up. 
the holding company now has 


estimated assets of Pta54.9bn, 
against Pta355Jbn in 1991. 

It maintained ownership of 
Torras Papel, Spain's leading 
paper manufacturer, as well as 35 
per cent of Ebro, the main domes- 
tic sugar producer and 14 per cent . 
of Ercros, a former conglomerate 
that now concentrates on basic 

ntiBminals . 

Gmpo Torras will continue to 
he run by a Spanish auditor, who 
was appointed sole administrator 
of the company when it went into 


receivership. He reports directly 
to the KIA in London. 

The company said there were 
no plans to appoint a new manage 
ing director and board. 

The KIA sacked the Grupo Tor- 
ras board shortly before it went 
into receivership. Fifty-seven of 
its former managers and advisers 
face civil action in London and 
Madrid courts under the terms of 
writs Issued in 1993 that allege 
conspiracy to defraud and breach 
of duties. 


Israeli 
banking 
group 
ahead 9% 

By Avl MachS s 
In Jerusalem 1 

Bank Hapoallm, Israel’s, 
biggest basking group.' yes- 
terday said net profits rosefr 
per cent in 1996, after a IS 
per cent Increase In the 
fourth quarter. 

Hapoalim is at the centre 
of the government's plan to 
rapidly sell off its holdings 
in companies and banksL 
Two i n vestor groups are Hav- 
ing up to bid far at least 25 
per cent of the bank. 

In the fourth quarter, net 
profits climbed from 
ShklOSm a year before f6 
Shkl£2m (US$36. 3m) in 
1996. Operating and other 
income jumped 18 per cent, 
from MiWMm to ShkS14m, 

Analysts attributed the 
strong quarter to a revival 
In the Tel Aviv Stock 
Exchange during the period, 
which led to an Increase in 
commissions from securities 
transactions fund man- 
agement fees. 

Net profits for the year 
were up from Shk743m .in 
1995 to Shk812m. Profits 
Included ShklSSm of income 
from selling non-fin andal 
holdings, In line with recent 
banking legislation. 

Operating and other 
Income for the year rose a 
modest 8 per cent from 
Shk2.10bn to Shk2.17bn. as 
a weak stock market during 
most of the year led to a 
decline In commissions. 

Profits from financing 
activities, before provisions 
for doubtful debts, were up 
2 per cent to ShkS^Zbn. Pro- 
visions for doubtful debts 
fell slightly, from Shkl.OSbn 
to Shkl.Otibn. 


ASTHA 


Losec the top selling phannaceutical in the world. 


Approvable Letters received for Pulmicort Turbuhaler in the U.S. 


Oxis Turbuhaler receives first country approval in Sweden. 


First country launches of Naropin. 


Astra shares listed on the New York Stock Exchange. 

▲ 

The Board of Directors proposes a 1 for 3 stock dividend and a 2 for 1 stock split. 

NOTICE OF ANNUAL GENERAL MEETING 


The Annual General Meeting of Astra AB will be held at 6 pm 
on Monday, April 21, 1997 at the Stockholm International Fairs 
and Congress Center, Aivsjd. 

NOTICE OF ATTENDANCE 

Shareholders recorded in the Swedish Securities Register 
Center (VPC AB) on Friday, April 11, 1997 will be eligible to 
participate in the Annual General Meeting. Shareholders 
wishing to attend must notify the Company not later than 3 pm 
Swedish time on Wednesday, April 16, 1997, by mail at the 
following address: Astra AB, Legal Affairs, S-151 85 Soderealje, 
Sweden, or by telephone int. +46-8-553 260 00. 

Shareholders whose shares are registered in nominee names 
must, if they wish ro participate in the Meeting, be temporarily 
recorded in the shareholders' register at VPC AB. Notice must 
be given ro the nominee in ample time before April 11, 1997. 

A shareholder may attend and vote at the Meeting in person or 
by proxy. However, in accordance with Swedish practice, the 
Company does not send forms of proxy to its shareholders. 
Shareholders wishing to vote by proxy should submit their 
own forms of proxy to the Company. 

AGENDA 

1. Matters which, in accordance with the articles of association, 
are to be dealt with ar annual general meetings of the 
shareholders, including presentation of the annual report and 
the auditor’s report as well as the consolidated financial 
statements and auditor’s report on the Group; resolutions 
regarding the adoption of the income statement and balance 
sheet as well os the consolidated income statement and 
consolidated balance sheet; appropriations with regard to 
the Company’s profits or losses according to the adopted 
balance sheet,- discharge from liability of the members of the 
Board of Directors and the President and the election of the 
board members and auditors. 

2. The Board of Directors' proposed resolution concerning an 
amendment to the articles of association, article 4, second 
paragraph, and article 5, entailing that the maximum number 
of Class A shares and Class B shares that may be issued be 
changed from 1,200,000.000 to 2,400,000,000, and that the 
par value of the shares be changed from 2 kronor and 50 
ere ar present to l krona and 25 Ore (a split). If so resolved, 
the first day for trading in the shares with the new par value 
on the stock exchanges in Stockholm, London and New 
York, is expected to be Monday, May 26, 1997. 

3- The Board of Directors’ proposed resolution for a stock 
dividend, entailing that the Company's shareholders - for 
each three existing shares of Class A or Class B stock held - 


will receive one new share of Class A or Class B stock, 
respectively. Additionally, the Board of Directors proposes 
a so-called central sale of each shareholder’s right that does 
not correspond to one frill share. Wednesday, May 28, 1997, 
is proposed as the record dace for the stock dividend, 
whereby the Company’s shares are expected to be listed on 
the stock exchanges in Stockholm, London and New York 
ex-rights to the stock dividend, on Monday, May 26, 1997. 

4. A proposal from shareholder Einar Hellbom for a special 
compensation for researchers. 


Shareholders representing more than 30% of the votes in the 
Company have, after consultation, notified that they will be 
making the following proposals at the Annual General Meeting: 

- re-election of Bo Berggren, Claes DahlbsLck, Harry 
Faulkner, Tony Hagstrdm, HAkan Mogren, Eraa MOller, 
Lars Ramqvist and Marcus Wallenberg, and new election 
of James M. Denny and Lars H. Thun ell as directors on 
the Company’s board; Henry Danielsson has announced 
he will not be seeking another term 

James M. Denny 03.1932) is Managing Director of William 
Blair Capital Partners. Chicago. 

Lars H. ThunelJ 0x1948) Is President and Chief Executive 
Officer of Trygg-Hansa AB. 

— that a fixed sum of 2,650,000 kronor be paid in fees- to the 
Board of Directors, to be divided among the non-executive 
directors elected by the Annual General Meeting; 

- re-election of Bo Linden and Tars Ostman as auditors; 

— re-election of Bo Ma gnu sson and Svante Forsbeig 3S deputy 

auditors. 


DIVIDEND 

The Board of Directors proposes a dividend of 4 kronor per 
share. The Board proposes Thursday, April 24, 1997, as the 
record date for the dividend. Provided that the Annual General 
Meeting votes In favor of the proposal, dividends are expected 
to be sent from the Swedish Securities Register Center on 
Friday, May 2, 1997. 

Admission cards will be sent to shareholders who have notified 
their intention to attend the Meeting. 

Sfldenaije, Sweden, April 1997 
The Board of Directors 



Energy Africa seeks 
more black investors 


By Robert Corznne 

Energy Africa, sub-Saharan 
Africa’s only private sector 
oil and gas exploration com-* 
pany, wants to attract trfore 
black empowerment groups 
to Its shareholder register. 

Mr John Bentley, manag- 
ing director, said the Cape 
Town-based company 
wanted more African Inves- 
tors. as well as participation 
from the growing number of 
South African black empow- 
erment grovqjs. 

The company is 60 per 
cent owned by gngen. the 
South African oil refining 
and marketing group. But 
Mr Bentley said he would 
like to see Engen’s stake 
diluted when Energy Africa 
next needed to attract 
finance. Additional funds 
should not be needed for at 
least a year. “But I would 
eventually expect the Engen 
share to be diluted, ” he said 
in an interview. 

The company has enjoyed 
high level backing from the 
South African government 
over the past year, helping it 
to secure new exploration 
and development deals in 
Gabon and Angola. 

Last week Energy Africa 
reported it had moved into 
profit for the six months to 
the end of February, with 
net income of Rl2.7m 
($2.87m), compared with a 
Rl.9m loss in the same 
period last year. 



A 53 per cent rise In net 
production to 10,200 barrels 
a day boosted turnover to 
11149.4m, compared with 
R69.7m. 

Mr Bentley said he hoped 
a recent agreement In Gabon 
could be a model for other 
African deals. Local inves- 
tors will take part along 
with the Gabon government 
in Energy Africa’s joint ven- 
ture in the country. 

Mr Bentley said the legali- 


ties of such a venture were 
complicated. But he thought 
the arrangements would fur- 
ther enhance the company’s 
ability to gain preferential 
negotiating rights. 

One problem with expand- . 
ing the role of black empow- 
erment groups In Energy 
Africa was their need for 
dividends, which theqam- - 
pany does not pay - in com 
mon with a number of otb&y 
energy and power groups-^" 


Charge puts SPT into the red t 


By Vincent Boland in Prague 

SPT Telecom, the Czech 
telecoms operator, fell into 
the red in 1996 after taking a 
one-off restructuring charge 
of K£8.75bn (2300. 8m) for 
asset writedowns and future 
job losses. 

Shares in SPT, 27 per cent 
owned by PTT Telecom 
Netherlands and Swiss Tele- 
com, closed down K£25 at 
KE3.425 after the results, but 
analysts were generally posi- 


tive, pointing to a strong rise 
in revenues and to potential 
tax savings from the write- 
downs. 

Of the K£8.75bn charge, 
K67bn cavers a write-down 
of the value of analog- 
systems as the company 
switches to digitalisation, 
and an adjustment to fixed 
assets, while KtUZbn relates 
to provisions for fixture job 


SPT is to cut 10,000 jobs 

from its 26,800-strong work- 


force by 2000. Borne 6,000 wfU 
be redundancies. The aim is 
to boost lines per employee 
from, the 109 now to near 300. 

The restructuring charge 
left SPT with a net loss oi 
K£483m for 1996 compared 
with net profit of KC4.8bn 
the previous year. Revenue 
surged to K£32.5bn from 
K22&4bn, reflecting the' addi- 
tion of 417,000 new custom- 
ers, expanding the penetra- 
tion of lines to 27.5 for every 

100 people. 




KNDUSTRIVARDEN 


Annual General Meeting . 

Shareholders of AB Industrivarden are cordially invited to attend 
the Annual General Meeting on Tuesday, April 29, 1997, at 2 p.m. 
at Grand H6tel, Vintertradgfirden, in Stocknolm, Sweden. 

For complete notice with agenda, please contact Industrivarden. 

Stockholm, Sweden, April 1997 

The Board of Directors 


PHONE 


SJfS. MU 84 STOCKHOLM, SWEDEN 

N£ +48 8 666 64 00, FAX -M6 6 6frl 46 28 INTERNET httpV^rwwlnduslrivafdanjB 
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COMPANIES AND FINANCE: THE AMERICAS 


profit falls at Varig 


By Jonathan WhaaOoy 
InSfto Paula 

Varig, the liading B &zflwn 
airline, released headline fig- 
ures showing losses of 
RtBtoa (US*604m) last year 
after losses, of R$7m in 1995, 
according to corporate law. 
However, profits totalled 
R*8i.7m, compared with a 
loss of R$7.5m, after adjust- 
ments to take account of 
inflation of about 10 per cent 
during the year. 

Under . charges to . Brazil- 
ian corporate law intriv hw ^i 
at file end of 1S95, companies 
must publish unadjusted 


results. but may also issue 
figures under the previous 
method of correcting for 
' Inflation, which analysts 
regard as a better indication 
of performance. 

Vang’s operating perfor- 
jnan.ce . showed a sharp 
darfiTiA tmder both reporting 
methods. Profits fell to 
R$23firo (R$20.&n under cor- 
porate law), after rising from 
Rfll2ilm in 1994 to R*25CL5m 
MlflSSL 

The company blamed a 
weak . start to the year, 
caused by airport strikes in 
important destinations, 
restrictions on US visas, and 


by a decline in the Brazilian 
market fallowing a govern- 
ment credit squeeze. 

Turnover was RS3.14bn, 
down from B$a«hn in 1395. 
Varig said it expected sales 
to recover to B$£shn in 1997. 
The number of passengers 
carried climbed about 10 per 
p«nt in the first quarter from 
the same period last year. 

The discrepancy between 
Vajig’s results under the 
two reporting methods stems * 
largely from doPar-denomi- 
nated debts of CtShn. Under 
corporate law, foreign cur- 
rency debts have a bigger 
impact as file Real depreci- 


ates in fine with inflation, 
while asset values remain 

Btatir.. 

With little prospect of 
reducing its indebtedness, 
♦>ia company is likely to face 
difficulties in generating sus- 
tained growth. 

Its financial situation is 
very tight," «w Mr Marcelo 
Starec of Braano Stmcoasen, 
a Rib da Janeiro investment 
bank. “Varig is generating 
cash flow of about gSOQm a 
year, enough to make inter- 
est payments Of about $2l8n 
but not enough to amortise 
its debt. That makes us wan- 
der what wifi happen as the 


aviation market becomes 
more competitive. It must 
find ways of becoming more 
efficient." 

. The company has begun a 
restructuring programme 
afrned at rniMn p- costs. But 
its ability to take more radi- 
cal measures is limited by 
Vang’s ownership structure, 
under which control is con- 
centrated in the hands of a 
foundation administered by 
the company’s employees. 

Because dividends must be 
Rainnlatfld according to cor- 
porate law, the company 
said it would «hQta no divi- 
dend payments for 1996. 


A time of transition for Bimbo 

The managerial baton is being passed on as the Mexican group expands its horizons 


B imbo, one of Mexico’s 
most conservative 

famfly -rrm businesses 

which d ominat es the $2bn 
market for sliced bread, 
cakes , and biscuits, is under- 
going 'its first generational 
handover since two brothers, 
Lorenzo and Roberto Ser- 
vztje, founded the country’s 
second-largest food company 
52 years .ago.; 

Dan Lorenzo, 79. and' Don 
Roberto/ 69, wifi, remain an 
the companyfs board of 
directors, but the managerial ' 
baton is being passed on to 
Daniel Servitje, Don Loren- 
zo’s 39-year-old son, who will 
take over as Bimbo president 
and chief executive, 
officer in May. 

The change accompanies 
Bimbo's transition into a 
fully-fledged nmltinationaL 
Over the past three years, 
the company has expanded 
aggr essive ly fato the US and 
Latin America, where it Is' 
now the - market leader in 
seven, countries: Argentina, 
'Chile, . Venezuela, Costa Rica; 
El Salvador, Guatemala and 
Honduras. . 

Bimbo recently launched 
operations in Colombte dn' 
a Joint venture- with Grppo 
Leal, and hopes to became 
the market leader there 
too. 

“We were a very big fish 
in a small pond,”- says Mr 
Rafael Velez, Bimbo Corpo- 
rate president^ isb^when 
Mexico jofffied the N&rth 
American Fem Trade Agree- 
ment In 1904, decided 


that the only way to protect 
our market was .to meet the 
competition <m its home 
turf, awd tb^t mAmt eapand- 
- fog abroad. ” 

. Bimbo’s expansion, which 
required investment outlays 
of 4600m in three years, was 
all the mare unusual as it 
coincided with Mexico’s eco- 
nomic crisis. 

The company, however, 
weathered the financial tur- 
moil better 'than most of its 
peers , due to its . extremely 
' low leverage; its set debt to 
equity ratio averaged .'less 
than 21 per cent in 1996. As a 
result. Bimbo financed most 
of its foreign acquisitions 
with Internally generated 
cadi .flow. 

hi the US. where Bimbo 
first established a presence 
18 years ago, sales have 
grown rapidly and totalled 
’ Hhnost/$l7Sm last year. 

B imbo's main market 
in the US is the His- 
panic community in. 
Texas and California, and in. ' 
spite of the unfortunate can- 
notations of the company's 
brand name in En glish, 
-Bimbo has kept its logo on . 
its CJS products. 

“We tried other brand 
names but it Just didn’t 
work,* Mr Velez explains. 
"For Mexican migrants, 
Rhnbo-is a household name.” 
Within 1 Afexico. 'Bimbo 
withstood ’-a.-’ sharp fall 
in profits ' in 1995 after 
acceding to a government 
request to hold down bread . 



The continuing squeeze on real incomes in Mwiep limits Bimbo’s growth potential at home 


prices to help contain the 
inflationary pressures of the 
traumatic devaluation of the 
peso. 

Profits bounced back in 
1996 to 806m pesos (SUfim), a 
153 per cent increase over 
1995. ' when Bimbo was 
allowed: to adjust its prices. 

In spite of the economic 
downturn, the company did 
not fire a single one of its 
53^50 employees. 

“We do not shed person- 
nel; it is part of the compa- 
ny's social philosophy," says 
Mr Velez, an employee of 30 
years standing. 

Bimbo’s paternalism 
extends to the provision. cf 
company pensions - a rarity 
in Mexico - jrinle its conser- 
vative ethos fe evident in the 
company’s spartan head- 


quarters in Mexico City; the 
only concession to corpor at e 
decor is a framed edition 
of a 1945 newspaper adver- 
tisement ’ announcing the 
inaug urati on of Bimbo's first 
bread factory. There are no 
.executive diningrooms. 

Mr Velez expects the com- 
pany’s foreign - operations, 
which contributed 16 per 
cent of Bimbo's g2bn sales 
' last year, to grow in impor- 
tance, gtvm the mullmiing 
squeeze an real incomes in 
Mexico which limits Bimbo’s 
growth potential at borne. . 

D omestic demand for 
Bimbo products is 
expected to grow by 
only 3 to 4 per cent in vol- 
ume this year, according to 
the company's projections. 


Mr Velez says the next two 
years will be ones of con- 
solidation for Bimbo. He 
does not expect significant 
shifts in company strategy 
with „tbe changing of the 
guard. 

Profits from its foreign 
subsidiaries will be 
reinvested to expand those 
operations, and there are no 
mare acquisitions pi»Tinpri at 
present 

Leslie Crawford 

This is the ninth in a series 
on Latin American family- 
run companies. Previous 
articles appeared on January 
17, January 27. February 13, 
February 18, February 28, 
March 12, March 21 and 
March 27 


KroH Agrees to takeover by Equifax 


By Richard Tomkins,' 
m New York 

Kroll Associates, the 
best-known operator In the 
world of corporate gum- 
shoes, has spent 25 years 
budging up its reputation as 
a white-collar crime buster. 
Now the New York company 
has itself been grabbed. 

After, a year or more of 
speculation :that tt was 
looking for a merger partner, 
it yesterday announced it 
had agreed to be ta ke n over 
by Bqui&x, an Atlanta-based 
credit-checking company. 
Terms were not disclosed. 


Equifax plans to integrate 
Kroll with its insurance 
information services divi- 
sion, saying the acquisition 
would increase ite ability to 
give customers the Informa- 
tion they need to manage 
complex business risks. 

Kroll has about' 800 
employees in 22 offices 
around the world. Revalues 
last year are believed to 
have been about $70m. 

Kroll pioneered' the field of 
detective work for corporate 
clients, helping big compa- 
. nice in the US and overseas 
spot fraud, assess risk, do 

due diligence work on potehr 


tin! acquisitions and ™awag a 
internal security. 

fc the takeover boom of 
the 1980s it experienced a 
surge in demand for its ririlfa 
for due. diligence and for 
damaging the repu tati ons of 
hostile bidders. 

In the UK’s bid battle 
between Hanson and ICI, 
Kroll discovered that, the 
late Lord White, head of 
Hanson's US operations, had 
a string of race horses 
bought for him by his com- 
pany, a revelation that did 
nothing to help Hanson’s 
ultimately unsuccessful bid. 

More recently, KroR’s con- 


tracts have Indndfid track- 
ing down Iraqi assets after 
the Gulf war of 1991; setting 
up systems to prevent a 
recurrence of Orange Coun- 
ty’s financial collapse; and 
working with UK inves tm en t 
lumtai to try to stop teams of 
traders leaving. 

. However, the company has 
suffered increasing competi- 
tion, no* Just from other spe- 
cialist operators, but from 
big accountancy firms, 
which have been expanding 
into this arm. 

Last year KroB was said to 
have held merger talks with 
Coopers & Lybrand. 


The Equifax division with 
which it is now merging 
claims to be among the 
world’s biggest providers of 
Information and custom 
systems to mitigate risk and 
fraud in insurance, business, 

and gry t/ a mTnfinf 

Equifax is due to spin off 
its insurance infqnnaticm 
division tbls stmuucr 
the name ChoicePoint, 
which will be separately 
quoted on the New York 
Stock Exchange. 

.Kroll will form part of this 
company, retaining its own 
name and management 
Structure. 


Monsanto 

agrees 

Calgene 

purchase 

By Leurie Morse in Chicago 

Monsanto, the St. Louis 
based chemicals and life 
sciences company, said it 
itad readied an ipimw e* 
with Calgene to acquire the 
rematntng shares of the CaL 
ifomla-based biotechnology 
pioneer tor SS a share. 

Tbs offer is substantially 
higher than the 37-25 per 
share by Monsanto 

in January, and raises the 
value of the deal to about 
SMQbl 

Monsanto already hn * a 
controlling interest in Cal- 
gene, and said foil owner- 
ship would speed technology 
sharing between the two 
companies. “We can now 
better realise the benefits 
from Calgenek re s ear ch by 
combining our technology 
efforts ■"& bringing our 
products to market more 
rapidly,” Mr Hendrick 
Vofafllie, Monsanto execu- 
tive vice-president 

The deal will give Mon- 
santo complete y w*«w * i»<p of 
Calgene’s extensive research 
into plant genetic engineer- 
ing, where it has been a pio- 
neer in fruit and vegetable 
research, ™i in flea ig ntn y 
seeds that yield enhanced 
vegetable oils. 

Calgene also has a cotton 
seed business which ana- 
lysts say Monsanto may 
swap for other plant-engi- 
neering technology. 

Monsanto announced late 
last year it would spin off 
its traditional bulk chemi- 
cals business and become a 
fife sciences company. The 
group has been acquiring 
companies that have bio- 
technology research that 
complements its life sci- 
ences strategy. 

“Monsanto's strategy is 
much like Microsoft or Net- 
scape," said Mr Janies Wfl- 
btzr, securities analyst at 
Smith Barney in New York. 
“Almost anyone will have to 
use their technology to do 
business in this field." 

Mr Wilbur said he expec- 
ted Monsanto to swap Cal- 
gene’s Stonevflle cot to n seed 
business to another Calif- 
ornia-based agricultural bio- 
engineering company, Myco- 
gen, in exchange for rights 
to use My cogen’s processes 
for creating insect-resistant 
cotton and com. 

Calgene has piled up a 
string of operating losses 
which Monsanto is expected 
to use to reduce income 
taxes, catting tote real cost 
of the Calgene purchase. 

The purchase agreement 
was approved by a special 
committee of Calgene direc- 
tors who were independent 
of Monsanto and not Cal- 
gene employees. Monsanto 
expects to begin a tender 
offer for the Calgene shares 
on April 7. 

The agreement is subject 
to the negotiation of a set- 
tlement of shareholder law- 
suits that were filed after 
Monsanto’s initial purchase 
offer was made in January. 


AMERICAS NEWS DIGEST 


SEC filing shows 
Liggett difficulty 

Uggett, the us cigarette maker that caused a st orm two 
weeks ago by reaching a deal with anti-tobacco forces, is 
in serious flrumrf»i difficulties, a filing with the Securities 
and Exchange Commission shows. The figures mare 
light an the the decision by Mr Bennett LeBow, «flminw»n 
and chief executive of Brooke Group. Liggett’s parent, to 
hand over part of Liggett’s pre-tax profits to tobacco 
opponents as part of the legal settlement. 

The SBC filing, consisting of Brooke Group’s annual 

report, reveals that the agreement was in large part 
meaningless because Liggett did not make any pre-tax 
profits last year and does not expect to do so in the near 
fotnre. Liggett’s accounts are heavily qualified by the 
company's accountant. Coopers & Lybrand, which warns 
that looming debt repayments “raise substantial doubt 
about the company’s ability to continue as a going 
concern". 

The filing shows that Liggett made operating losses of 
318.4m last year and expects still larger o p erating losses 
this year. Based on this trend, it does not expect to 
generate sufficient cash from operations to meet 
payments on some secured notes next year and the year 
after without restructuring or refinancing its debt 

Analysts say Liggett’s motivation in reaching a deal 
with tobacco opponents was to make the company 
attractive as a takeover target if litigation started to go 
against the industry. Richard Tomkins. New York 

Scotiabank to expand abroad 

The most international of Canada’s big six iwniw win 
spend at least GfSOOm (US$l53xa) this year to expand 
operations in South America, the Middle East and Asia. 
The Bank of Nova Scotia, with total profits last year of 
C£L07bn, is In negotiations to buy a share of Para’s Banco 
Sudamerlcano and Increase its 25 per cent stake in 
Argentina’s Quiimes. said Mr Peter Godsoe, the bank’s 
cfrnbman. Scotiabank will re-open operations in i*>wwin 
and possibly in Indonesia, and is considering acquisitions 
in El Salvador amt Guatemala, Siting to its string of 
holdings in mare than 50 countries. 

Mr Godsoe said his bank was looking to re-invest in 
emerging markets operations because they are generally 
more profitable than those in mature markets back home. 

Scotia bank's non-North American operations generated 
0$33lm, or 31 per cent, of total profits, even though they 
represented 23 per cent of the bank's earning assets cf 
C$148£bn. 

Scotiabank has aggressively moved into Latin 
American markets in the last year. The bank took 
administrative control cf ailing Grupo Finandero 
Jhveri&t, Mexico's fourth largest bank. 

Scott Morrison, Vancouver 

Reichmanns back in property 

The Retehmann family is returning in force to the 

Canadian p r» y »Tty TTurrkAt through a rncrgAr nf CamdCV 

and O&Y P r o p e rti es. Both companies are controlled by 
Retehmanh ffmpr Holdings, in t urn owned by Mr Philip 
Retehmann, son of Mr Albert Refehmann, and Mr Frank 
Hauer, son-in-law of Mr Paul Reichmann. 

Paul and Albert Reichmann built Olympia & York 
Developments into the world's biggest property developer 
until it failed in the eariy 1990s. 

04Y Properties acquired Camdev, the shell of 
entrepreneur Mr Robert Campeau’s property empire, last 
December and has now bought a farther 8m shares held 
by Citibank Canada. In a series of transactions, including 
a public issue, Reichmann Hauer will own 55 per cent of 
the merged group with the balance publicly held. The 
company will invest in office buildings in Toronto and 
Other Canadian cities. ■ Robert Gibbens, Montreal 

CANTV approves dividend 


Campafila Anfimroa National Tetefonos de Venezuela 
(CANTV), the Venezuelan telecommunications company, 
has approved a cash dividend of Bsl&24 a share for its 
1996 fiscal year. CANTY’S American Depositary Shares, 
each representing seven class D shares, will receive a 
dividend of Bs92A8. The company said payment of the 
dividend, will be announced in the near fixture. During 
Monday’s shareholders' meeting, CANTV president, Mr 
Gustavo Roosen, was confirmed in offioe. 

Raymond CoUtt, Caracas 

Venezuelan utility ahead 

Electricidad de Caracas, the Venezuelan power utility, 
announced a net profit ofBsSlbn ($128m) for 1996, up in 
nominal terms from Bs33.lbn in 1995. Operational gains 
totalled Bs55bn in 1896, down 42 per cent over the 
previous year in real terms. Raymond CoUtt 


BANKING FINANCE A GENERAL APPOINTMENTS 



Ernst & Young 
Global Client Consulting 


European Resource Manager 


■ Ernst * Young Global CSent ConsuW^ 
is a multinational organisation wWch 
provides global management consulting 
services to the largest world compares 
to meet strategic mission critical issues 
facing these dienes. 

m The groiv now v**es to 
European Resource Manager, witn tne 
prime mission. to support the global 
account •' partner* throug h t ne 
management of all . P™cMSes r^edro 
todftating the 

European capadty and ctepktffog best 
teams on a pan-European baste- 

■ As a by member of this 

national mam. the Resource Mwa^r* 
areas of accountabilities ‘odude »■ 
ord mating International recru ^ 1 , e ^ 
ampordng international mow**® 
the w«W£w*tnMien 

and secondment proce ss). 


national boundaries, and managing the 
Intanpdoral staffing process. 

■ CancSdates co this unique career 
opportunity have several years 
professional experience, pardy gained in a 
professfonaJ services firm and a proven 
trade record in developing and 
Implementing leading edge human 
resource management . processes. 
In t ernational experience Is . necessary to 
operate effectively In tills multiaihml 
context. English is the worldng language, a 
good command of another European 
hnguage is desired. PC fluency is a must. 
The position' wffl be based in one. of 
Birope's largest dties. 

■ Art international mind-set, . solid ' 
planning and organising ridls, a strong 
senM cf negotiation and problem solving, 
excellent interpersonal skffls, strategic and 
business judgement are key aunbuM to . 

■ succeed In this challenging rote. , . 


a- 
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recess* m busHw* Judgement 

your relevant sJdH» ■ P ' Brntee Morel - Ernst & Young 

rwnuneration de flris - Cede* 21 - 


Gtatai CSent C onA ^ 

92095 Paris la Ddfanse 2 - franca. 


§3 Ernst &Young 





Deutsche Bank 



Aktiengesellschaft 


(Incorporated in the Federal Republic of Germany with limited liability) 
Frankfurt am Main 


We are convening our Ordinary General Meeting this year on Tuesday, May 20, 1997. 
10.00 a.m. in the Festhalle, Messe Frankfurt, Ludwig- Erhard- Anlage 1, 60327 Frankfurt 
am Main. . 


Agenda: 

1. Presentation of the established Annual Financial Statements and 
the Management Report for the 1996 financial year with the 
Report of the Supervisory Board; Presentation of the Consolidated 
Financial Statements and Group Management Report for the 1996 
• financial year * 

■ 2. Appropriation of distributable profit 

3. Ratification of the acts of management of the Board of Managing 
Directors for the 1996 financial year 

4. Ratification of the acts of management of the Supervisory Board 
for the 1996 financial year 

5. Section of the auditor for the 1997 financial year 

6 . Authorization to acquire own shares 

7. Sectfonto^eSupervfeory Board 

a Creation Of authorized capital and amendment to Articles of Asso- 
ciation ; 

9. Authorization to issue participatory rights with warrants, convertible 
participatory- rights, bonds with stock warrants and convertible 
bonds, creation pf conditional capital, amendment to the Articles 
of Association - ■ : 

. Shareholders .eroded to participate in the General Meeting and to 

eirea^ th^r^ght tp: vote ere those who have deposited their shares 

during hours -and In the prescribed form at a depositary 

bank until^erid'<^the General Meeting. 


Depositary banks are those specified in the Bundesanzeiger of tire 
federal Republic of Germany No. 61 of April Z 1997. 

Depositary banks in the United Kingdom are: 

Deutsche Bank AG London, 

6. Brshopsgate. 

London EC2P 2AT 

Midland Bank pic. 

Securities Services UK Department 

Ground floor. Suffolk House, 5 Laurence Pbuntney Hill, 

London EC4R 0EU 

Shares shall only be deemed deposited if they have been lodged by 
May 12. 1997. at the latest with either of the aforementioned deposi- 
tary banks or with any other authorized depositaries in the United King- 
dom. In the U. JC. entrance cards or forms of proxy will be issued by 
the aforementioned offices of Deutsche Bank AG or Midland Bank pic 
to whom application should be made. 

Copies of the Annual Report as well as the complete wording of the 
Agenda will be available at the aformentioned banks on or about 
April 15. 1997. 


Frankfurt am Main. March 1997 

Rw Board of Managing Directors 
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Notice 

To shareholders in Sparbanken Sverige AB (pub!) /S wedbank 

The Annual General Meeting of Sparhariken Sverige AB (puhl) 'will be held 
at Berwaldhallen, Strandv3gen 69, Stockh olm, 
cm Wednesday, April 23, 1997, at 2.00 p-m- (GET). 

Admission and registration wlQ begin at 1.00 pjn. (CET). 


Notification 

Sh* »*in^^w^maiandifaeAa^Ggm]Btekgn»iabc 
wytfFiwi in ilie dbare reratar hmt br Vhd guuaaac a ia igi VPC 
ABtthcSwc&h&ortis fagjatrGalidroFridnr Ainl 11, 1997; 
aid not notify !bc Godot Sunny, SpnbanbmSvwijpAaS 
ICE 34 Staektakn in wins or by nfephomog +45 8 OT 21 40 or 
faring +46 8 411 56 64 not beer Hun Friday, April 18, I997,at 
300 pja. (CET). 

When giving notice of attendance shareholders should date 
p :mi» fflwpan y ngiAltnil lUBObeT (III tile BK of 

SwcdtidmEns or compuw^i address aadte&pbaiemini ber. 
QianAnLW qiq i i- M W M ihyiwwahoiiMaariafiutysiimed 
Power of Attoniey and, if the Pown of. Attorney is issued by a 
legal entity, a certified Registration Certificate or other 
document attesting the authority of the pereon signing to the 
Bank before the ACM. 

Shareholders whose dares are nominee«gfetered must, to 
be qualified to attend, request that they are temporarily 
roistered in the share register kept by the Securities Register 
tVnftT C.ifhrp gffltTiitw'ii 'ii tilrhiiniinall y MlMaiewdayaimBt 
bedJecfedby Aprilll, 19^.SbaniokieresiKXiWadvia:ti>Hr 
trustees of such request in good time before that date. 


L Opening of the Meeting. 

2. Ejection of Chairman of the Meeting. 

Proposed: Carl Axel Petri, former Chief justice of Appeal 
a Appointment of Secretary. 

4. Preparation and cheeking of the Register of Shareholders. 

5. Appointment of two persona to check, together with the 
Chairman, the Minutes of the AGM. 

6. The question of whoher the Meeting has beucomoied in due 
ads. 

7. Address by dm Chairman of the Board. 

& a) Presentation of the report of the Dimeters and the 
consolidated accounts for the financial year 1B96; 
fa) Tbe President's report; 

Presentation of the AwfitKsf reports for the Bank and the 
Group. 

9. The qpwtHnn of adopting the Income Statements and 
Balance Sheds of the Bank and the Gimp for the finandal 
year 1996. 

10. A ppro pr ia t i on of income accading to the adopted Balance 
Sheet, and adoption of reaail date for dividend. Proposat 
See below 

1L The matter of discharge of the Directors from liability in 
respect of the period covered hy the Annual Report 
(Discharge recommended by the Audfaaul 

12. Prapo6alfivafni9dmentBtotheAitidesof Association. 
Main features of the Board's proposed: 

The Board of Directors proposes a change in Article 12 
of the Artidea of Association to the effect that it shall be 
passible to hold general meetings of shareholders in, bes- 
ides Stockholm, Fahm, Gothenburg. Hatmstad,KmkOping. 
Karlstad. LinkOpmg, Luled, Malmd, SundsvalL IhneS, 
Vaxjo. Orebroor Ostosmd. 

The Board further propowa a change in Articfe9 to the 
effect that the mnnber of Auditoni and Deputy Auditors 
appointed by the ACM shall be not less than two and not 
more than three, with an eqia! number of Deputy Auditors. 
Moreover, flu Board proposes that it titall be expressly 
stated in the Articles of Aasodatian that the Auditors and 
the Deputy Auditors shall be authorised public a ccou nt a nts. 

13. DetominingtheiiiitnberofDirednrsandDepuv Directors 
to be appointed by the General Meeting. The Section 
Committee's proposed: See below. 

14. Determi n ing the number of Auditors and Deputy Arefitnra 
to be elected by the General Meeting. The Section 
Committee i proposat See below. 

15. Detmrnnmg the remuneration to Directors and Auditors, 
and their Deputies. The Election Commit Ice's proposed See 
below. 

16. Section of DirectoreandAutfitors, and their Deputies. The 
Section Committee's prvposat See below. 

17. Appointment of Ejection Cotnmirtae. 

1& Proposal fora new share issue. 

Main features of the Board's p rvposat 
(foFebraaryl7,1997,theBoanfatofXXrednraofF(lRninKS- 
banken ABCFOrenjngsbanken") and Sparbanken Sverige 
AB/Swedbank CSpartanketT) un a ni m ously decided to 
proposes merger of the two banks. The mags is intended 
to lake pher in two stages. At die first stage Sparbanken 
make a public offer to FOreningsbaaken's shareholders 
and to boiden of warrants issued by Ftoerangsbaoken to 
receive new shares in Sparbanken in exchange for 
Ftrenmgsbanken shares or warrants. The second stage 
involves a merger of FBrenmgsfaanken and Sparbanken 
with Sparbanken as the company taking over. 

In order to implement die first stage of the planned 
amalgamation the Board propose! a mash issue whereby 
Sportankenh share capital will increase by a maximum of 


SEX 1^491^04,780 through an issue of not more than 
74,595239 oaf abates which atv to be paid lor in bind. 
The Board proposes that, m the main, the following terms 
and conditions shall apply to the flew issue 
L The new shares may only be subscribed for by holders 
of shares m tn" warrants issued by Ffymngsbnnken 
with the right and the obtigatfon for the subscribers to 
pay for die new shares by transferring to Sp a rh a hkai 
their shares in and/or warrants issued by FBramqpr 
bttiltereFdraevrn seriea A ordinary sharer in Fflranogs- 

banben two new times in Sparbanken will be received 
and fix three serfs B preference shares one new share in 
Spai banke n wiH be reochnsd&di one hundred war ra n ts 
bawd by FBreringstantaa win carry the right to subscribe 
for fifteen new shares in Spattanlun. The bsoe cannot be 
oversubscribed. 

Z The subscription period for the new show ends on May 
15, 1997, with p ay mmT on aob at x ip ti o n. 

3. Tbe nr* sharra win ran? tfa right to dividends fix the 
finarxxd year 1997 onwards. 

4. Tfa bbuc of new share s a o m d him a l upon tfa following: 

* A snffirimr numbw of new dans being subscribed for 

to h av e n an afared to Sparbankm a total number of 
dares in and warrants issued by Fhraungsbanben 
which, an fnfludbatiaaofliltwwiuBc represent more 
than 90% of the total number of shares and votes in 
FDrenm^bsmben. The Board of fiparbankeo shall, 
howevs, have the right to proceed with the isne even 
at a Iowa levd erf acncptaru, provided dm it is belie- 
ved dal a sufficient tnsjfsity can be achieved at the AGM 
to cauy i s it die mergw bflween iwifwi miH 

* The necessary zmhoritatksH being granted without 
restrictions or with snthrestriaionaaa the Board may 
fl i-em acceptable. 

* The shareholders of Fhnningstankm deriding at the 
1997 AGM to amend the Articles of Association so that 
each person entitled to vote at a general wi w r i n g «h»tl 
be enthfed to vote for the M manber of shares owned 
and r qiwwnl edand 

* Sparbanken 's acqursitxai of shares in or wsrams issued 
by FOnsnagsbanken, o' a subsequent merger between 
the two banks not being until the time of regatradon of 

' the rssu^ -in the joirtr opinion of the Boards ai Spsrban- 
ItenandFUrm fo g dan k m - obstructed or rmderedmore 
efifficult dne to any iegidatioa,iudkaln]ER& official 
action. or similar tircumstance beyond the control of 

fi p aW v M A wi p w j i lu ig nrevpwSHiiitrtwIrnwnfIrewitng 

such opinion. 

19. Other nnttmx, if any. 

20. Cksingof the Meeting. 

The complete proposals of the Board of Directors with 
regard In items 12 and L8 are available from the Company 
Secretary of Sparbanken Sverige AB, Stockholm. 

Dividend 

The Board of Directors recommends a dividend of SEX 550 
per share. 

Monday April 28, 1997, is proposed as record date for 
payment of die dividend. 

Etta Annual General Meeting approves the above proposal 
it is expected tfaar the dividend will be paid through the Swe- 
dish SeCUT&iesRi^iBter Centre (VPQra Tuesday, May 6 l 1997. 

hi connection with the AGM sharehoklen win be welcome to 
viewa display of the Bank’s current IT and marketing projects. 


Stockholm, April 1997 

SPARBANKEN SVERIGE AB (pnbD/SWEDB ANK 
Board of Directors 

The Election C omm it tee a ppointed by the ACM hag [resented its 
proposal for the election of Director? to the effect dm (he number 
of primary mrmhm - 15 - imams un chan ged, with as deputy 
m e m ber. Hie Election Committee proposal reflection of GOnm 
AhhtxOm. Ronald Bergman, Qfean CoBert, Bo Fcrahmd. Reinbold 
Geqer. Kurt Lodenhs, Per Mr^PirGOraoNybiiRBytarianneQvtt 
Stoifa Madeleine RameL Bmgt Rosfa. I6b Sfarmhy. HAkan Tid- 
hmd and Monica Ulfludm as Onfinary Members, elation of Gown 
Johnsson as new Onfinary Member, and redaction of Lars-Eri 
Knot as Deputy Member. The Section Committae has further 
propcuod redaction of tbeAutWocsUlf E»3»aa and Tort^fini Han- 
sen, and rejection of the Deputy Auditor* Jan Larason and OW 
Ce tiabag -Tbe Election Connnittee wsasnmends un chang ed rtnv 
unaatxm to the members of the Board a t ■ mwtitnqm total of SEX 
25 oauooa 

The complete prapasd of the Election Committee is available 
form (be Company Secretary. Sparbsnlm Sverige AB. Stockholm. 

The Elertion Committee, comprising Batil GOmnssoo. former 
GoisrtyGaw rninr . QBiin nBnL Lorenti AndeniStaxDsr sn inii k sierjBn- 
Erflc tent President of AMF Fonian. Thonws Haharecn, 
rodent of the 4th ffetkisd Raawn fanmmee Fund. Lars Lain in. 
Lawyer, Carl Axd Petri, former Chief Justice of Appal and Arne 
Tootrnssuo. President of Ulricdnnnu Spartwnt. reyraenis a mi- 
oinnan of almost 50 per cent of capital as well an voting tights in 
the Bank. 
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ddlntion which aflecead the cables and lighting sectors in 

On the seme st ruct ur a l basis, [be ccasolidaied gross m a rg in 
renamed at nearly die same fcvd as the previous yean despise 
the OJ pcrcas irrpoa of deflation. Infect, training programs 
and efforts to teniirac pe rs o nn el war andenikeii and continue 
in every group company in order to improve gross margin. 

In 1996. ope rati ng expenses in relation to sales non tower: 
I &6 percent, compared with 1 8.9 percent foe 1993, the main 
reason being mventory and customer credit manag ement 
iuqauvewetnx through rigorous application of credit risk and 

fara oone l expense was also brought well under control and 
restructuring measures were taken in every area where the 
s h nation re quir ed, especially Gcnmny and Spain. 

Net operating income thus advanced from 5.0 to 5.1 p w e^n t 
of sales. 

Net financial expense (hopped fiom 04 tod I percent of sales, 
fbra caving of GBP 7j07 million, despite funding costa for 
■opiki tiiwi and d—tr imegiation. 

Ihfe improvement Is due to the ingiocx over a foil 12 -nxmth 
period of the year-cad 1995 espial Increase, m the decrease 
in 1996. Gran 6J3 id 5.2 percent, of the average rare of interest 
on borrowings, and to continued careful management of 
working capital re quirem e n ts. 

Net operating income oovera financial expense 45 times over, 
versus 13 times in 1995. 

REXEL SA, PARENT COMPANY ACCOUNTS 
N« income for the year was GBP 2653 million, versus GBP 
21.78 rnfflitM far I99S. 

DIVIDEND DISTRIBUTION 

The Bond of Directca will recommend approval by the Aimnal 

General Meeting, to be held ta Fbris Wednesday, June 4. 1997 
al 9dD0 uil, of a total dividend per share of GBP 3.68, 
indnding am credit of GBP 1JZ3. The total dividend for the 
fawuti a l year 1995 amounted to GBP 2.72. 

SUBSEQUENT EVENTS 

The first two months of 1997 show Ihc mine trend as was seen 
during the second half of 1996: strong economic growth in 
the United Stores, with middling activity in France aod 
recession m Gamny. 

RexeTs strategy of growth through aeqntaltions continued to 
be pmaed, wife the acqtrisiaan nf Sonthland in the Uni red 
Stares. Smtndgc in die Untied Kingdom, aod the wftoiesafo 
activity of ABB in Austria. 

Lastly. Read disposed of itsefacntaitoc om po n e n adBlribntioa 
pfosidi ay in Ranee. OnBtedtSefllO tiiqae , as part of corporate 
fa t awrag tra dur rib u t in gelearical pans and supplies. 


COMPANIES AND FINANCES EUROPE/ MIDDLE EAST 


Logic is simpler than logistics 

A merged Suez-Lyonnaise des Eaux may be tricky to achieve, says Andrew Jack 


M ore than two years 
after it was first 
seriously mooted, 
the prospect of a merged: 
between Compagnie de Suez 
and Lyonnaise des Eaux, 
two of France's leading 
quoted companies, is head- 
ing rapidly towards comple- 
tion this month 

By the time the boards of 
the groups reconvene at the 
end of next week, the finish- 
ing touches are likely to 
have been put in place to 
proposals which could trig- 
ger an important realign- 
ment in the European utili- 
ties sector, and would 
symbolise a transformation 
in French-style capitalism. 

In early 1995, Mr Jferdme 
Monod, chairman of Lyon- 
naise, the utilities and com- 
munications group, held dis- 
cussions with the then 
nhairman of Suez, Mr Girard 
Worms, whose group was 
under pressure from a rival 
takeover plan. 

When the financial mar- 
kets caught wind of the pro- 
posal, Lyonnaise's share 
price dropped sharply, and 
the initiative was rapidly 
shelved. 

Market reaction was far 
more positive when rumours 
of a new round of courting 
between Lyonnaise and Suez 
trickled out earlier this year. 
The ^bunging sentiment was 
largely the result of the 
strategy launched by Mr 
G6rard Mestrallet, who 
replaced Mr Worms after a 
boardroom coup in the sum- 
mer Of 1995. 

He sold off much of Suez's 
costly property lending and 
development portfolio, dis- 
posed of Banque Indosuez, 
converted heavy debts into a 
cash pile which now stands 
at FFr5.4bn ($959.4m), and 
focused on two core activi- 
ties: specialised finanwal ser- 
vices and utilities, reinforced 
last year by the acquisition 




G£rard Mestrallet strategy 
change cheered markets 

of a controlling 63 per cent 
stake in Tractebei, the Bel- 
gian utilities group. 

Other positive messages - 
including the offer of a share 
buy-back last year - seemed 
at lag* to demonstrate that 
there was room for optimism 
for investors, who had been 
stung by the poor perfor- 
mance of their stakes gfara 
Suez was privatised in 1987. 

Yet the group remains. In 
the words of one analyst, “a 
large investment trust, 
which has not performed 
very well and still has many 
illiquid assets". 

A holding company which 
contained both Lyonnaise 
and Tractebei would create a 
far more operational busi- 
ness. offering the prospect of 
reducing the heavy discount 
to net asset value at which 
Suez trades. 

For Lyonnaise sharehold- 
ers, the merger would offer 
the chance to be part of a 
larger group, which would 
have access to Suez’s sub- 
stantial cash pile to help 
fund fitture acquisitions, and 
be able to work in far more 


closely with Tractebei, nota- 
bly in the battle for “multi- 
utilities’' contracts. - 
Such an alliance should 
prove particularly important 
- if not essential - fax the 
intensifying competition 
likely to follow the deregu- 
lation of utilities provision 
within Europe, scheduled to 
begin next year. . . 

B ut the logistics of 
combining the two 
groups are not simple. 
Suez already has an 18 per 
cent stake in Lyonnaise, and 
significant cash. A takeover 
would be extremely costly, 
however, and the legal sta- 
tus of Lyonnaise’s utilities 
contracts could be thrown 
into doubt and have to be 
renegotiated if it were taken 
over. 

Any form of operation on 
the public markets would 
also risk generating substan- 
tial goodwill and write-offs, 
as well as forcing an issue of 
new shares, which could 
prove dilutive for existing 
shareholders, reducing the 
value of their investment 


Saint-Gobain 
set to unravel 
shareholdings 


By Anckow Jack 

France's long-standing 
system of corporate cross- 
shareholdings was dealt a 
blow yesterday when the 
head of Saint-Gobain, the 
French glass and building 
materials group, announced 
plans to unravel investments 
in Other enm panics . 

Mr Jean-Louis Beffa said 
he would "significantly" 
reduce his group's stake in 
Suez, the French holding 
company in which Saint- 
Gobain holds (L3 per cent, as 
part of a shift towards a 
“purely financial" vision of 
profitability. 

His action comes after a 
number of other French 
companies which were 
tightly linked have recently 
begun to unwind their 
mutual investments. This 
has been in response to a 
number of factors, including 
the privatisation of the 
insurer AGF, the merger of 
insurers Axa and UAP, and 
restructuring at Credit Lyon- 
nais, the state-owned bank. 

Mr Beffa said that until 
recently it had been impossi- 
ble for Saint-Gobain to sell 


its investments In other 
companies, because their 
low stock market value 
would have triggered signifi- 
cant capital losses. 

He stressed that some 
cross-shareholdings were 
more strategic and less 
likely to be rapidly sold - 
notably those in G£n6rale 
des Eaux. in which Saint- 
Gobain owns 9.6 per cent, 
and Banque Nationale de 
Paris, in which it has L6 per 
cent It also owned Ll per 
cent of UAP before the 
merger with Axa. 

The cross -shareholding 
system was created in the 
late 1980s, when French com- 
panies sought allies at the 
time of their privatisation, 
rather than risk falling 
under foreign control. 

Mr Beffa’s comments came 
as he unveiled net income 
for the group of FFr4Jlbn 
($764m) in 1996, compared 
with FFr*L2bn in 1995. Sales 
jumped from FFr70. 3bn to 
FFT9l.4bn, and there were 
restructuring charges of 
FFri^hn compared with 
FFrS69m. Net debt increased 
more than three-fold, from 
FFr3J9bn to FFrl4iihn. 


PSC to buy into 
Danish shipyard 


By Hiary Barnes 
in Copenhagen 

Malaysia's Penang 
Shipbuilding Construction 
(PSC) group is to pay $l0Ctm 
for 48 per cent of the loss- 
making Danish shipyard, 
DanyartL which is owned by 
Laurltzen Holding, the ship- 
ping and shipbuilding group. 

Danyard Is part of one of 
five consortia short-listed by 
the Malaysian ministry of 
finance to bid for an order to 
build the first six of a total 
of 27 ocean patrol vessels. 

Lauritzen will offer a fur- 
ther 27 per cent of the shares 
in the shipyard to Danish 
investors. If there are no tak- 
ers, Mr Amin Shah, the 
Malaysian businessman who 
controls PSC, has an option 
to increase his holding to 65 
per cent 

However, Danish legisla- 
tion does not permit a for- 
eign company to own a con- 
trolling interest in a 
company which manufac- 
tures or sells military equip- 
ment. To guarantee the 
much-needed foreign invest- 
ment, Danyard's naval ship- 


building op er a ti on has been 
hived off as a separate com- 
pany, Danyard Aalborg. PSC 
will own 40 per cent of its 
capital but only 20 per cent 
of the voting shares. 

Danyard is expecting 
heavy losses for 1996, blamed 
on miscalculations when it 
accepted orders to construct 
chemical tankers for US 
company Stolt Nielsen, and 
two high-speed Seajet ferries 

for a TZatiiah group. 

The chemical carrier order 
is expected to cause a loss of 
about DKrlbn ($156 .5m) on 
an order originally worth 
DKr3.6bn. Some DKrS6Gm of 
this will be taken in the 1996 
accounts. 

• Topdanmgrk, Denmark’s 
third -ranking insurance' 
company with premium 
income last year of 
DKPL39bn. reported its best 
result for the past six years, 
with profits rising from 
DKr26m in 1995 to DKr272m. 

However.the board said 
that return on equity capital 
of 10 per cent was not yet 
satisfactory and that no divi- 
dend would be paid for the 
third successive year. 


A merger seemed the most 
logical solution. But it, too, 
presents problems: Suez is 
the epitome of. a distinctly 
French- style approach to 
ra pi+aliam, and stands 8t the 
centre of a web of cross- 
shareholdings put together 
during the 1980s. The result 
is that it is accountable to 
snmp large corporate inves- 
tors, hot all of which will be 
easily convinced of the 
advantages of the deal 

Some - such as G6n6rale 
des Eaux, the leading rival 
French utilities group which 
owns an indirect stake in 
Suez through Electrafina of 
Belgium - are philosophi- 
cally opposed to a move 
which threatens their own 
market position. 

Others are mare pragmati- 
cally concerned that - after 
holding on to poorly per- 
forming Suez shares over 
many years - they should be 
able to reap some financial 
reward far the tumround at 
the group before any merger 
takes place. 

That Is why there is' 
increasing discussion of a 


J6r6me Monod: has been 
wooing Suez for two yean 

“super-dividend” of FFr3bn 
or more which would be dis- 
tributed to investors. Subse; 
quently, Suez shareholders 
would receive one share in 
Lyonnaise des Eaux In 
exchange fen: every 2 or 2.1 
shares they owned. 

But the operation would 
not finish there. Many ana- 
lysts are convinced that foe 
logic of the merger would 
drive Suez ultimately: to 
divest most of its businesses 
outside the utilities sector, 
such as Sofinco, its con- 
sumer credit arm, in which 
Credit Agricole already 
holds an option to buy 20 per 
cent 

Equally, there is scepti- 
cism over whether Tractebei 
and Lyonnaise des Eaux 
would survive as separate 
operational businesses at 
arm's length. Long-term, 
some combination of the two 
is a clear possibility. .. 

Other vexed questions 
include the name of foe 
merged group, and the pre- 
cise roles to be given to top 
executives at Lyonnaise and 
Suez. 


Dexia 
reports 
10% rise 
for year 

By And rew Jackin Paris 

Dexia, the Fran co-Belgian 
banking group, yesterday 
unveOed net income up 10 
per cent on a pro forma 
basis to FFr&2bn (|569m) 
for 1996, the first full set of 
results since its merger was 
finalised last year. 

Mr Pierre Richard, chair- 
man, predicted growth in its 
lending to French local 
authorities would rise in 
response to fresh demand 
for public infrastructure 
investments in 1997. 

Dexia announced . last 
month it would take up to 
40 par emit in the Italian 
lender Credlop, after secur- 
ing a 5 per cent stake in 
Banque Internationale A 
Luxembourg. Mr Richard 
said yesterday Dexia would 
“not remain inactive” dur- 
ing foe coming year, htntfaig 
at further investments. 

The group comprises 
Dexia France, quoted in 
Paris, and Dexia Belgium, 
partly quoted in Brussels, 
both of which hold 60 per 
cent stakes in the two oper- 
ating subsidiaries - Crddtt 
Local de France and Credit 
Communal de Belgique. 

Dexia revealed that Credit 
Local de France had 
increased the level of provi- 
sioning on its loan to Euro- 
tunnel, the troubled opera- 
tor of the Channel tunnel 
rafl link, to 46 per cent. This 
is well above the mtirimmn 
level recommended last year 
by the French banking 
commission. 

It said it had taken foe 
decision in the interests of 
prudence, and would review 
the risk after Eurotunnel 
published its results for the 
second half of the year. 

Crddit Local de France 
also sold its 0.5 per cart 
stake in DAP, the French 
insurer which earlier this 
year merged with its -rival 
Axa. It had bought the 
shares at the time Of CAP’S 
privatisation in 1998, and 
said foe effect of the sale 
was neutral. 

That contrasts with other 
investors in UAP, htrlnriWig 
Banque Nationale de Paris, 
which reported considerable 
capital losses when they 
sold their stakes. 

Dexia reported banking 
income up 10 per .cent to 
FFrl2.6bn for 1996, and 
operating profits up 14 pa- 
rent to FFrt.lbn. Provisions 
rose from FFriSOm to 
FFr29tm and other charges 
increased more modestly 
from FFr744m to FFr777m. 

Return on equity was 1LS 
per emit, and the aim is to 
lift this to 13 per cent. 


INTERNATIONAL NEWS DIGEST 


Class action over 
Holocaust cover 

' A group’ of Holocaust surrtvom has filed a class action 
law suit in New York seeking $7bn against seven large 
European insurers, claiming that foe companies refused 
to pay out on policies of relatives who died at the hands 
of Nazis. 

The suit, filed on Monday in the US District Court in 
Manha ttan, names as one of its targets Assicuraziom 
Generali, Italy’s largest insurer, which is already-, 
defending itself against similar allegations made by a 
group of 53 families in Israel. Generali, which had its 
roots In the Austrian-Hungarian empire, bad a dominant 
market share in Eastern Europe before World War H 
Yesterday, Mr Guido PastorL director general of 
Generali in Trieste, said the company would not comment 
until it had seen the full 30-page suit. However, he said 
Generali's subsidiaries in Eastern Europe were 
nati onalised by communist governments after the 
World War, along with those of most of its competitors^ 
The company, therefore, had no legal obligation to pay • 
policies- “We never paid any policies issued in Eastern 
Europe after nationalisation," he said. . 

state-owned insurance companies took over both the 
assets and liabilities of each insurer, Mr Pastori said. 
However. lawyers for the plaintiffs will argue that 
Generali and the other insurers had an obligation to pay 
claims with excess assets located outside Eastern Europe. 
According to the lawsuit, relatives of Holocaust victims 
who had been policyholders made repeated attempts to 
obtain payment of claims from the insurance companies 
but were rebuffed. 

Other parties named in the suit are Wiener Allianz 
Versicherung AktiengeseJlachaft (also known as Phenix 
Allgemeine Versicherungs AktiengeseHschaft), the 
French insurer AGF, Italian insurer RUmione Adriatica. 
Di Sicurta, Allianz Group of Germany, Austrian-based Der 
Anker and Bavarian Reinsurance Company based in 
Munich. NormaCohen 

Israel Corporation falls 71% 

Israel Corporation, a leading hriuti-ng c om pany, m>(»i rust 
yesterday profits declined 71 per centm 1996; as a number 
of Its subsidiaries recorded poor results. Net profits dived 

from ShkS4m in 1995 to Shkftten (J7.15m) last year. 
Revenues were down 14 per cent from Shk£L82bn to 
Shka30bn. Earnings per share were Shk4.25. down from 
ShkL7.8 in 1995. Capital gains dropped from ShkSTm in 
1995 to Shkftitn last year. 

23m, the company’s 49 per centnwned shipping 
subsidiary, incurred a loss of US8l6m in i9flfi, ra mpar t ' 
with net profits of PSglSm the year before. Its poor 
pe rf or m ance was also blamed for Israel Corporation's 
fourth quarter loss of Shkl8m. . Aoi Machtis, Jerusalem 

Czech bank ‘to lift payout 9 

Komerpoi Banka, foe leading Czech comTnewifal bank, 
reported a small rise in net profits' for' 1996, but promised 
to lift its dividend and increase the number of shares 
offered as Global Depository Receipts. In a difficult year 
far the Czech economy, Komergii’s net profit rose 2£ per 
cent, from 5.1 bn In 1995 to B£5.24bn ($ia0m). ™ir-m n +^ - 
according to international acco unting standards. Assets 
swelled to KC446bn from K6387bn. 

Ixians grew from KC217bn in KK240bn [ but prov jslo ri s 
against bad and doubtful debt Ml from KC28^bn in 1995 - ■ 
to E£25.7bn. 

Komerpni is also considering a new issue of GDKs to . , 
boost the nnnihttf of foreign & hanphrtid prs Some- fi per cent 
of its shares are currently in GDR foam. 

VbuxntBobmd, Prague 

Bank Handlowy sale approved 

The Polish government has given the go-ahead for the . 
priva tisation of Bank Handlowy, one of the country's ; 
largest A total of 60 per cent of foe equity wffl be offered - 
domestically to institutional and retail Investors, and 
abroad through Global Depositary Receipts. A further 30 
per cent is to placed with long-term investors. The 
government, which is being advised by Schrodens, expects 
to complete the sale within the next few months. 

Christopher Bobmsfa, Warsaw 
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: 1 COMPANIES AND FINANCE: ASIA-PACIFIC 

Japanese banks announce staff cuts and withdrawal from overseas operations 

NCB unveils wide-ranging overhaul 


By Gwen Robinson in Tokyo' 

Nippon Credit Bank, one of 
Japan's top 20 baaks/yestep- 
day announced a restructur- 
ing entaiTtng complete with- 
drawal from . overseas 
operations, staff cats of more 
than 20 per. cent and the sale 
of property including its. 
head office in Tokyo and 
other domestic retail outlets. 

The hank is to sell YSOOhn 
(TJS$2.4bn) worth of hew 
equity to other financial 
institutions to help rebuild 
its capital, base, follpwing 
write-offs of more . than 
Y250hn-in bad loans over the. 
past year. 

The fliwwft ccm- 


NCBretthapes ■;£/) •; 
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firmed it ^itwi 12 com - ordin&ted loans an d the pur* 
merdal banks and about 22 chase of preferred shares, 
insurance companies to con- Their decision is expected by 
tribute capital through sub- June, the ministry said. The 


ahead of ‘bi 


By waBam Dawkins In Tokyo 

H okkai do Takushoku, the 
smallest and weakest of 
Japan's top 10 commercial 
banks, is to dose or sell all 
foreign operations and 
merge next year with Hok- 
kaido Bank, a leading 
regional lends:. 

The merger, intended to 
create a "super regional” 
bank and reduce the com- 
bined workforce by a quar- 
ter, is the first to be Inspired 
by the Japanese govern- 
ment's plans tor sweeping 
deregulation of capital mar- 
kets over the next five years. 

Analysts welcomed it as a 
sign of mare restructuring to 
came in Japan's overcrow- 
ded and under-profitable 
banking Industry. • ■ 


Mr Sadamasa Kawatam, 
president of Hokkaido Tafcu- 
shoku, said: "We need to 
build a sound and strong 
financial base to compete 
with rivals under the Japa- 
nese version of Britain’s "trif? 
bang* financial market' 
reforms.” 

' The new bank, to be called 
Shin Hokkaido Bazik when 
the merger is ffingfliHmat pii 
in April 1998. will have com- 
bined assets of Yl8,500bh 
($l09.18bn), of which 
Y10,ll5bn will come from 
the commercial bank and 
Y3£47bn from the regional 
partner. It. will have 8,800 
Staff and 340 outlets. 

The commercial bank wffl 
dispose of its 20 foreign 
units, in the J OS, UK and 
Hong. Kong, by the and of 


merge 

bang’ 


March next year. Analysts 
believe them all to be 
unprofitable. 

Hokkaido Takushoku had 
long been rumoured to be 
gflgkiqg a . domestic merg er 
partner. The recent foil in 
banks' share, prices has 
brought its ratio of capital to 
risk-weighted assets below 
the internationally accepted 
minimum of 8 per cent, said 
analysts. 

As a purely domestic Japa- 
nese h ank, it would only 
have to keep to a capital ade- 
quacy ratio of 4 per cent 

However, foe merged hank 
will have to nlse fresh capi- 
tal to achieve even that, said 
Ms Alic& Ogawa, analyst at 
Salomon Brothers Asia. 

Hokkaido Taknshoku yes- 
terday slashed Its forecast of 


Bank of Japan, the central 
bank, wifi contribute about 
YBObn to NCB^s capital 
increase front -a special fund 
originally set up to deal with 
bad loans at Japan's failed 
Jusut housing lo^n compa- 
nies, said Mr Yasao -Matsus- 
hita. BoJ governor. 

NCB, which has been 
struggling to dispose of more 
than Yl,000bn in bad loans, 
said yesterday it had revised 
down its earnings projec- 
tions for the busmess year 
ended Monday and now 
expects to report an uncon- 
solidated pre-taxi loss of 
YSSObn, instead of Y7bn in 
unconsolidated recurring 
profit as previously proj- 


TMmwe 9m* 


ected. NCB's net loss for the 
year ia. likely to be Y285bn, a 
sharp reversal from the- 
bank's earlier estimate of a 
YlSbn net profit. Stock mar- 
ket losses on NCB's equity 
portfolio contributed to the 
bank's poor results, with a 
YlOObn appraisal loss on 
holdings. 

The hank jiIsq announced 
the liquidation of three nan- 
bank financial affiliates - 
lenders without licenses to 
take deposits from the pub- 
lic. The three - Crown Less- 
ing, Nippon Total Finance 
and Nippon Assurance 
Finance Service - are esti- 
mated to have combined 
debts exceeding Y2,Q25bn 


and yesterday filed for bank- 
ruptcy at the Tokyo Court- 
Most of their debts are non- 
performing property-related 
loans stemming from fire fall 
in land prices after the col- 
lapse of the bubhle economy 
era in the late 1980s. 

Banking analysts say liq- 
uidation of the three will 
pjflcg extra strain on their 
creditors, including Mitsubi- 
shi Trust and Sumitomo 
Trust, both main creditor 
banks of the NCB affiliates, 
and a network of agricultur- 
al-related financial institu- 
tions. 

NCB shares fell Yl9 to 
close at Y261 on concerns 
about the restructuring plan. 



recurring unconsolidated 
profits - before tax and 
extraordinary items from 
Y7bn to Ylbn for the year 
jtst ended, because of kieses 
on its securities holdings. 

It made a loss of ; almost 
Y200bn in the previous year. 


The bank has bad debts erf 
Y936-5bn - a familiar legacy 
of excessive igniting against 
overvalued property. The 
debts represent 1&3 per cent 
of outs tanding loans, the 
worst among the top 10 com- 
mercial banks. 


Hokkaido Bank has bad 
debts of Y16&5bn, or 62 par 
cent of its loan book. 

The merger will take place 
through a one-for-one share 
exchange, valuing the new 
group at Yl42bn at the sus- 
pension price. 


Panel backs ANZ in HK group buys into Yaohan 


row 


By NDdd Taft in Sydney and 
Tony TasseO in Bombay 

Australia and Ney Zealand 
Banking group (ANZ) said 
yesterday it could book a 
large abnormal gain after 
an Indian arbitration panel 
ruled in its favour in the 
company's long-running dis- 
pute with India’s National 
Housing Bank, a subs i dia r y 
of the country's Reserve 
Bank. 

However, ANZ acknowl- 
edged that ihe verdict could 
still be appealed against. 
Any gain is unlfkriy to be 
registered until the question 
of an appeal is resolved. 

The dispute between NHB 
andANZ’s Grindlays subsid- 
iary, one of the largest 
foreign-own ed! banks - in 
India, arose out of the Bom- 


bay securities scandal in the 
eariy 1990s. , < 

■’ Grindlays ^ credited the 
account of Mr .Harshad 
ifehta, a Bombay broker at 
'tiie centre of the sc and a l ,' 
with NHB cheques totalling 
just over Rs5bn ($l89m), 
despite the fact that tiiese 
were made out in ANZ*s 
name .and carried ‘no 
instructions to pay Mr 
Mehta. 

The Australian hank 
ma intained it was following 
normal, securities trading 
practice. 

But to latt 1992, at- file 
request of the Reserve Bank, 
it was forced to deposit the 
disputed amount - Bs5.06tm 
- with NHB while arbitra- 
tion got under way. 

Tfce arWfcratiozi verdict, 
reached at the wedaod by a 


two-to-one majority, pro- 
vides for the Rs5bn to be 
returned to (Mndlays with 
toteresL m 

: This interest . has been 
estimated 6y the Indian 
press to be between Rs3.5bn 
and Rs41m. 

ANZ .did not make a 
specific provision in respect 
of Ihe BsS.Otibn payment, 
on the basis. 1 erf "firm legal 
advice fhnn senior counsel”. 

- However, it' is understood 
to have made an affowance 
within its general provi- 
sions, which could be writ- 
ten back. 1 

• ANZ'! has been given 
approval for a bnbdi bank- 
ing licence in Beijing. 

' It has fe branch in Shang- 
hai and representative 
offices in Beijing and 
Guangzhou. 


4' -l 

Pacific Concord Holdings, 
the Hong Kong diversified 
manufketuring and telecoms 
company, is to buy a 19.87 
per cent stake In Yaohan 
International Holdings, the 
Hong Kong arm of Japan’s 
dfeohan retaffiog eapph^'-fori 
HK*I34m (DSn7.4ca^ agen- 
cies report froan Hong Kong. 


The deal is the first step in 
forming an alliance between 
Pacific Concord and Yaohan 
for the development and 
operation of department 
stores and supermarkets in 
China. 

The alliance, also allows 
Pacific Concord the use of 
the Yaohan identity, and the 


distribution of Yaohan 
brand-name products to all 
Concord stores in Carina. 

Yaohan. which operates 
more than 400 stores world- 
wide, said the sale of the 
stake would not derail its 
expansion plans in China, 
where it has invested an 
estimated 9350m. 


ASIA-PACIFIC NEWS DIGEST 

San Miguel hits 
Asian targets 

San Miguel, the Philippine food and beverage giant, 
yesterday said it had achieved its objective of reaching 
critical mass in strategic Asian markets, and that it had 
expanded operations in China with the establishment of 
sales offices and distribution networks in 16 cities. 

The group, which is facing increased domestic 
competition from Asia Brewery, owned by Mr Lucio Tan. 
tireChtoese-FOipino tycoon, has been forced to 
concentrate on overseas markets through an aggressive 
JLSbn expansion programme. Last year it opened two 
new hreweries in China and one each in Indonesia and 
Hong Kong. Ml* Andres Soriano, chairman and chief 
executive, said the group’s overseas beer business had 
established “a critical mass of quality production 
capacity" in certain Asian markets and particularly 
China. It plans to extend its reach there to 36 cities within 
two years. Justin Morozzi, Manila 

Lane Crawford chief quits 

Mr John Lees has resigned as chairman of Lane Crawford 
International, the troubled Hong Kong department store 
group> with effect from yesterday. His departure was 
attributed to age. 

However, Mr Lees, aged 67. remains chairman of two 
other groups within wheetock, which owns 71 per cent or 
Lane Crawford. Lane Crawford's latest interim results 
showed a net lass of HKS9(M&n (US$11. 7m) far the six 
months to September 30. The figures reflect the group’s 
move into Singapore and the opening of stores pitched at 
younger customers in Hong Kong. Both the Singapore 
store and the Lane Crawford Express stores were shut 
down last year, resulting in the write-off of assets. 

The new chairman will be Mr Gonzaga U. who is 
already chairman of Wheelock itself, and chairman and . 
chief executive of The Wharf (Holdings), which is 46 per 
cent owned by Wheelock. Louise Lucas. Hong Kong 

Sales up at Indian Oil 

Indian Oil Corp, India’s only Fortune 500 company, lifted 
its sales of petroleum products in the year to March 31 by 
5£ per cent to 41.74m tonnes. 

IOC said its six refineries processed petroleum products 
equivalent to more than 100 per cent of their rated 
capacity for the fourth consecutive year. The refineries 
processed more than 25.1m tonnes in 1996-97 at a capacity 
utilisation rate of 1CKL3 per cent. No comparative figure 
was given. IOC said it had projects under way worth more 
than RslOObn ($2.78bn) which were likely to be completed 
in the next two years. It said it also bad "Identified” 
several new projects valued at more than RsSOObn. 

Tony TasseiL Bombay 

Sunway City buys tbeme park 

Sunway City, a Malaysian property group, has emerged as 
the buyer of Australia's "Wonderland” amusement park, 
tor around A$50m (US$39. lm). The park is located on 218.8 
hectares of land in Sydney’s western suburbs. It is the 
second Australian theme park to attract Asian interest 
recently. Last year, the "Dreamworld" amusement 
venture in Queensland was bought by Mr Rua Pbek Long, 
a Singapore businessman, for around A$85m. 

Nikki Tait, Sydney 

Comments and press releases about international 
co mp a n ies coverage can be sent by e-mail to ■ 
intemcitioTia L ccmrpanies.a.ft com 
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r^g ^pr flkn^lkefintdmmedM^KmmemVlWietdknli^mitMhyMr^att^ 

- Maub^nutiae^vid2Slectd -taimer^aueiafixedJMinmtstatritusia: 

Anrentoia • Bahnuu • Bangladesh • Bartado* • Bdwifi • Bofivia • Brazil • Bulgaria ■ Chile 
■ Cyprw • Ciech R^tobBe • Eraador • Egypt • B&frate* 

• Hrac Krtv * WHngory « Irufia ■ In don e n fai • laad » Jordm * Korea * KaYralt 

SSeAndtia - Singapore * lirrl 

^ i .TiawMe TbailaivI * ^riay» Dated Arab £mii»tes 1 

•TJraBrfy*Maww*i # VielBtui 

fyr further information contact: Metering ■ ' R S£ ca * r nbhshro 8’ FINANCIAL TIMES 

Ifel: +44 (0) 171 8962316 Fax: +44(0) 171 896 2319 ; ; — - 




Shareholders are referred to the. previous caunonaxy announcements , 
and are advised to continue to exercise caution in dealing in ihaiies ;l ! | 

^ ‘ ' ■' '• i 

of the company- 


An anopsia of the movements in net roles on a conti nu ing operations basis 
shews the {blowing: 

b fee Raldi Division, rolas im proved 4J%ond 456 on o pro fenno basis. Mae 
noteworthy performers were La Redouts, Fnoc and Conforama Prisurnc 
ixnfiou ed rh poScy of slimming Aswn fxi cmiated Pore natworlc end Prirtemps 
sales were he by the dtsruptons due to renovation work rt dm Haussmana 
flogdtip Dan, buk of u«idi is'scftedulad for completion in September 1 997. 
The Wholestde Division enjoyed growth of 83%. The 13% fofcock on a 
pro forma baas is diiefiy lie upshot of o gloonw Frroeh ooratmetion inefodry, 
which hd PJnouh-Distribution in parSodoc, whilst RexaJ soles have oho beat 
□dversah' affected by irdovoufable trends m the price of coppw and ihe 
(isri rwne ss of the German martet. . 

Far fotamdSanai Trade Divuion, growth of 47^4% indudes foe performonoe 

ofSooa,acquBedfo 1996. Renewing Scoo horn foe eq j trfo n . c wnJ uroj e » 
Moled 5.1%. Eun ^ a v inq,fo8phaTnaeeufico fs annoFScoa,poaiBggpwfo 

cf 7.6% 

• in step with foe Group's i nterootiond e y a e a n drira, foe shore of net roles 
g e neiu te d o utside lu e tiup ofaan Fronds mous ed pasSme 30% mane. 

■ Conaotdated operating incoraeposSed on increase of 18^4%, moving from 
FF 2,991 mXon to FF 3340 mffion over foe yner. The 123% pro tormo 
ingeasewas foerattikrf improved gras moroin. foonlolo m ore ; sbeuu fincd 
pun d i ote ig and tighter nsanggemete of manc^fowns and fo rtn fa^ e, wfaht 
productivity gatns and effodwe oortrol «wer opening ooris each made their 
ctxitrfoutian. Actual oparcefogprofhoh39ycomaquen>{yroM half a poM to 
AM, agohrf 3.9% to 1995. 

■ A sharp drop in net ftmrl al expense, at IT 221 mifion compared to 
ff5Mra^to>W,wmth»aBnfoewdrBSiitoffafongcimrogeii e Besti t4 es 

- and reduced IwehiJindBbledr^de^ titf i aurtin totene r asduringfoeyM: 

■ Nan-reaurfag cteass, wffo a net charge of FF 239 raHlion agairut 
■ ■ FF 171 mitecn tor foe prenousyeai indudes foe restnxtoring provisions 

recorded in foe amount of FF 182 mMan. 

■ Corporate Income tax for foe year stands at FF 779 milion, versus 
FP525 irnHian for 1995. 

■Net income of oonsaUctad oonrocnes improved to ff 2,070 mffion 6om 


- (cut year's figure of JF 1 ,549 mffion, aa wersl increase of 33.6%. 

■ Goodwfi amartiaxtiian amourfs to FF 225 milion, ogaut FF 223 mffion 
Iflstync T)»fiBU*fodud»foeaddSonolorocrfrfonferFr»eendfoaR*al 
ocquisifaia. 

■ Shore of oonfow fa oquBycrffiiioies mode Eurfoer progress of 133%. The 
Ffoorefol Swvkasfiviaor posted cn 1 8.1% incramo nfoeoriHnxcriribuicn 
tofoeGroiro(uptoF541 mAon) wSh now Icxii proctodiori and outstaxfings 
tnataasing 1 49% ond 133%rropocfively orermeyw: 

■ Net intoano, Group shore ranched ff 2,065 nffifon. up 363% on last 
yeart Wei of ff 1 3 id mffion, 

■ Brnii^ pa-shore represerted ff 92JQ, up on foe 1995 fon of FF 68ift 
CON5QUDMH) BAtANCE SWST 

frffiitfonl ~ . iBS li S aB B 3L12.95 

M ata wm lsam 

Wgr&gapttdrequirainaffe I 4045* 

5horaholders'eqij8y[1) 16. 494 

[V ev i ao m 1 ( 7K* 

Natindebtafoess . . WM83B 10,925 


foKramff 1/482 mffion for 1995 to FF 1,1 74 mitlion for 1996 l IheGenarof 
Meeting to be held June S, 1997 wU be osiced to consider a proposed 
tfetrfouhon of cSvidend in IM amount of FF 32 per shin, net of a tax credit 
of FF 16. lbisffi4dend,up3Dj6% on foepnMousyecr, it sdieduled for paymert 
on July 1, J997. 


SAUBOT FEAHIRE5 


In 1 996/ the key additions to foa scope afoonselidrtion were Seoa, taken ewer 
by CFAO, andme companies acquired \y Rorol: Schtidte (Awstrio), B^ctro, . 
HOgler HTF { G ermany}, Be ctr o, Cap! (fafy}, Selga [Sweden), UtilBy Products 
Supply via Cable & Connector VforahousejuSA], as wbH as the Dutch 
company Wolff, in which Rexel increased Rs stake to 100%. C o mpan i es 
nowyponioSdntnd during foa year wi boast Group net ados by FF 53 bffipo 
on a fott-yosr boss. 

■ Boding udw i fi ei were expanded; Opening of now points of sale (Fnoc in 
Nantes, Monaco and Barcelona, Conforoma in Carcassonne, 19 Rexel 
b ran dies, 4 Cyriflm boutiaues, etc), de^o pm entof Us Redout* catalogues, 
buy-out of oHSkmt by Awnfo; aaquartibnof nawdufribution fioemM in 
Africa byCFAO. Snubrl/i 1996 saw foe first fruits of foe irmomrfon drive 
wifv in particular, foe launch of arightd concept aitologues such as Bcummel 
ot rv intei mp s ond Wgbee at Raxd, or the creation of inoervative formats such 
« Orcartia tsr lingerie aid Fnoc Direct for Home & Lmsure. 

RECB4T DEVHDPMB41S 

Under) intng ib ambitions in terms af Asian expansion, Pinauit-Printanu- 

■ Redout* sat up m early 1 ?97 PPR-Aria, a structure designed to assist foe 

Group in its plans for tins port of foe wond. The slgncriur* of a cooperation 
ug rae men tvvffo Gentrd Reril Ccrporrtion, Thofland and South-East Atert 
premier distribution group, an March 1 5 -is foe first stage in forging foe 
strategic oflianett sought by PPR in ardor to step up its dovwpment.^ ihe Knt 
task or this Bgreomerf vm be to prepare Ihe groundwork tar foe oitrval of 
.Ganforama in Ihu&iinl - 

Sinca foeyeor began, Rexel has aewirad the wholesale elwJi t irici business 
exm of ABB [Austria], worth some ff 400 mffion or onrud sales revenues. 
Retal has abo purchased a 100% stake in Suhbridge in the UK. wftieh' 
a anirote s onnudoat idea of csoundff 70 mffion ond Southland Bedricti 
Supply in the USA [net sates FF 320 million). At the same time, Rexel 
rWmquished control war Omretedt Sertroniaue [net sedes of ff 107 mffionL 
as ousJnesi - semi-aondudorand aladrattc eomponentdhirfouSai • was 
no longer irifwi its core strategy. 

Fnoe opanod its f4h stora ki BelgiunL ti Wijnegnm, in the ottaldfts of Antwerp, 
and la Redout* launched two braid new catalogues, AquaCanco {health aid 
beauty] ond AM-PM (home forpfshengs anddemrofonj. 

FUn®£ PROSPECTS 

At the end of Febiuca^ despite fide change fo fog fovel of market demand noted 
during the second half of 1996, oH revisions are posting gabs in maricel 
dive. Net sates are up 6 V 

The Group will. pursue its, efforts to enhance internal productivity and 
denfopmenf strategy in el) Hs fora: ergreticcmaKtenxdgrbt^, forxMftfon 
ond inte rn ational aspersion. 


Johannesburg 


; 2 'April 1997 '*■ 
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9:00 AM April 2, 1997 


A lot can happen over night. 


LONDON. . .lntertek Testing Services Ltd. (ITS) 
announced today that it began using a new 
corporate identity at all of Its ? 7fi laboratories 
and 342 offices worldwide. 

The company was previously known as 
Inch cape Testing Services when it was purchased 
from inchcape pic In October 1996. 

As th e world's largest product and commodities 
testing company . ITS offers manufacturers, 
distributors, retailers, commodity producers 
and government agencies client services 


that include brand and trade names - 
Bondar Clegg, Caleb Brett, DEKRA Certification 
Services, ETL Testing Labs, lntertek Systems 
Registration, Lab test, SEMKO, TestMark and 
Wamock Hersey - recognized worldwide for product 
testing. Inspection and compliance certification. 

ITS credits over 7.500 employees around the 
world who helped make this corporate identity 
change smooth for its clients. 

lntertek Testing Services 

http://www.itsglobal.com 


O'W lnMft» Tarono Samcaa NA me. 



MEZHCOMBANK 



UK Representative Office 
36-38 ComhBi, London, 
EC3V 3PQ, United Kingdom 
Tel.: 44(171) 929-0417, 

Fax: 44(171) 929-0418. 


Head Office 
12 Vrubelya st, Moscow, 
125060, Russia 
TeL: 7(095) 7S2-7000. 
Fax: 7(095) 752-7005. 


Mezhcombank, 
a Moscow-based 
bank, announces the 
official opening of its 
Representative office 
in London. 


Holders of Kemira Oy shares are advised that the 
Annual General Meeting of the company will be 
held at the Kemira House, Helsinki, on 22 April 
1 997 at 4 p.m. local rime. 

Shareholders wishing to attend the Annual General 
Meeting must be registered in the list of the company’s 
shareholders kept by Finnish Central Securities 
Depositary Limited no later than li April 1997 and 
must inform the Company Secretary by 2 p.m. GMT 
on 18 April 1997 at the latest of their intention to 
participate in the meeting. 

The invitation to the Annual General Meeting was 
published in major Finnish newspapers on 2 April 
1997. For further information please contact Kemira 
Oy, Group Communications, fax +3S8 9 132 1627. 


¥ 
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APPOINTMENTS 

ADVERTISING 


appears In the UK edition 
every Wednesday * 
Thursday and In the 
International edition 
every Friday. 

For further Information 
please contact: 

Toby Ftnden-Crofts 
+44 0171 873 3456 


PERSONAL 


PUBLIC 

SPEAKING 

Training and speech 
writing by award 
winning speaker. 
Fist lesson free. 

Tel: (01923 852288) 



C.P. POKPHAND CO. LTD. 

(huMTpurattd h Btnmtdmetih Uudttd liability) 

US$ 150,000,000 
Floating Rate Notes 
due March 1999 

In accordance with the provisions of the Flouting 
Rate Notes, notice is hereby given that for the 
period from 27/3/97 to 29/9/97 the Notes will curry 
an Interest Rate of G.775% per annum calculated 
on a principal amount of: 

USS 17.502.08 per Note of US$500,000 

Standard gg Chartered 

Standard Chartered Bunk 
As Reference Agent 


CJLtoEtoXriddadtfaCarnoB, 
S/UCA-SACA 
US-jafl/BG/KJO 
CttranOadRnaangRn 
Bondi due SK 


Mice a hM*r pan Mi mi 9m mmk 
PmM tan Hoa zr. 1WT m June ax 
HP »** Bon* c**y ■» Hum* ft* d 
U12K ptf no TM Mhh peyMM 
on in Am morns patron dee. 
Jum 30. 19BT d ttUA *113* par 
U£ SI J0OO 
0T 


ApfZIM’ 


QCH*ae 


Nufin Finance Trust II 
UASl»,88a000 
FktfauBmcNbtadng 1999 
For tbc lotcrcx Period 31 b March. 
1 W 7 m 30 tfi Jut*, 1997 the NomwlH 
awrv a Rate of tnrcrerr of SJUS 2 S 96 
per a nn u m . Hi? Coupon Amount 
per original US. S 10 JXC Note will 
be US JlfLM pay^de on JOrfa 
JwilSW. 


Baiun Trait 
Compiii^ London 
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COMPANIES AND FINANCES UK 


Amstrad sells digital mobile phone business for £92m 


Bosch acquires Dancall 


By Paid Taylor 

Robert Bosch* the leading 
German car component and. 
electronics group, has paid 
£92m (1146.3m) to acquire 
the Dancall riig ftai mobile 
telephone handset business 
from Amstrad, the UK per- 
sonal computer and electron- 
ics group. 

Bosch said It planned to 
use Dancall, which is based 
in Aalborg in northern Den- 
mark, as a springboard for a 
push into the fast expanding 
GSM digital telephone indus- 
try. 

Mr Andreas Nobis, a board 
member, said the deal gave 
Bosch ‘immediate access to 
the latest GSM technology” 
and would enable the group. 


“to combine Dancall’s devel- 
opment expertise with 
Bosch's brand name, inter- 
national distribution capac- 
ity and resources.” 

He said the German group 
planned to retain the whole . 
of Dancall’s GO&strang work- 
force and to expand Dan- 
call's Tna rHnp Capac- 

ity from the current level of 
i m telephones a year to 
“more than two million a 
year." 

For. the UK group,' which 
has undergone a wholesale 
restructuring over the past - 
few years, the deal marks a 
further abrupt change in 
direction. 

Although it had only 
recently begun to make a 
profit following a £64hn loss 


on sales of £l00m in the year 
to June 30, Dancall was semi 
as central to Amstrad "s 
effort to refocus away from 
the commodity consumer 
...electronics, business and 
towards growth tech- 

nology operations. 

The surprise deal sent 
Amstrad's share price up 26p 
to 226p, its highest level this 
year. 

Bosch executives rejected 
suggestions that the German 
group, was overpaying for a 
business which Amstrad 
bought ont of receivership, 
for S&am in September 1993. 

. However Amstrad, which 
has since invested about 
£lOm in. Dancall, noted that 
the sale price “shows nearly 
six times return on invest- 


ment in three and a half 
years.”’ 

Amstrad. which already 
h a?! cash balances of 
at the year-end, said it was 
considering ways “to return 
value to shareholders 
through a tax efficient mech- 
anism.” Analysts speculated 
that this could take the form 
of a special dividend pay-' 
ment 

Yesterday. Mr Alan Sugar, 
Amstrad chairman, said “the 
virtues and potential of Dan- 
call have never been fully 
appreciated by the share- 
holders or the financial insti- 
tutions, principally due to 
the lack of profits.” 

He said Amstrad had 
takAn Dancall “as far as it 
could.” 


Pressac makes $14m US buy 


By Roger Taytor 

Pressac Holdings, the 
electronic components man- 
ufacturer, has made its sec- 
ond acquisition this year 
with the purchase of Kauma- 
graph, a US supplier of dash- 
board displays for cars. 

It is paying $14. 4m cash for 
the company, whose custom- 
ers include General Motors. 
It had safes of $l3.4m for the 
year to June 1996 and pre-tax 
profits of $L9m after strip- 
ping out costs of the head 
office, which is to be closed. 

Pressac. which also 
announced a 28 per cent 
jump in interim pre-tax prof- 
its. only recently completed 
the purchase of Italamec, an 
Italian electrical components 
manufacturer, for £22.1m. 
That was funded by a £2lxn 
rights issue at 160p In 
December. The shares yes- 
terday closed up 3p at230%p. 

Analysts said Kaumagraph 
fitted neatly with Pressac’s 
existing businesses and 


RESULTS 


would give it a strong manu- 
facturing base in the US. 
Pressac will be left with net 
debt of about £l2m and gear- 
ing of 50 per cent 

Mr Geoff White, chief exec- 
utive, said he was also 
looking at opportunities to 
expand Into T-atin America 
and hoped to make a further 
announcement later this 
year. 

Pressac's profits rise from 
£2 28m to (54.62m) in 

the six months to January 31 
was fuelled by a 15 per cent 
increase in turnover to 
£36. lm, reflecting strong 
demand. from car manufac- 
turers. The automotive divi- 
sion saw a 22 per cent 
increase in turnover despite 
a flat car market in the US 
and sluggish growth in 
Europe. 

Earnings per shar e rose to 
458p, up 30 per cent on an 
adjusted figure for last year 
of 3.82p. The interim divi- 
dend is raised 11 per cent to 
Lip (0.99p). 
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Trevor- HumpMet 

Geoff White is now planning to expand into Latin America 
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ETBA 




HELLENIC INDUSTRIAL DEVELOPMENT BANK SA 

ANNOUNCEMENT 

PROCLAMATION OF PUBLIC INVITATION TO 
TENDER (AWARD TO THE HIGHEST BIDDER) FOR 
;THE LEASING OF THE INSTALLATIONS OF 
"NITROGEN FERTILIZERS INDUSTRY SA." (AEBAL) 
OR THE SALE OF ALL THE COMPANY’S SHARES 
PRESENTLY HELD BY ETBA SA 

With respect to the above public invitation to tender, 
the proclamation of which was published on 18 
February 1 997 in the Greek and international press 
and which set the deadline for submission of offers on 
31.3.1997, ETBA hereby announces that following the 
request of interested investors for more time in which 
to submit offers which, according to the proclamation, 
must be accompanied by a five-year business plan for 
the development of the company, investment 
programme, etc, the above deadline tor the 


submission of offers Is extended to Monday. 14 


April 1997 at 14:00 hours. 


it should be noted that no further extension will be 
given to the date of submission of offers. 


FMG MIR SICAV 

Sod£o6 dTovestissemeru A Capital Variable 
IQA, Boulevard Royal, Luxembourg 

R.C. Uuormhamg B 53.392 

NOTICE OF ME E TING 

Notice is hereby given that die Annual General Meeting of 
Shareholders of FMG MIR SICAV will be held at the Registered 
Office, IQA. Boulevard Royal, Luxembourg, 

on Tuesday 15th April, 1997 at XI urn, 

for the impure of considering the following agenda: 

1, Ma n a g e me nt Report of the Dixectore far the year ended 
3 1st December; 1994. 

<2. Report of the Sea canary Auditor far the year ended 
31st December 1996. 

3. Approval of the Annual Acoouats fax the year fndfj 
31st December; 1996 and appropriation of die earnings. 

4. Disdiaige » the Directors fa rcspeaoF the eramfon of thor 
. mandates to 31st December 1996. 

5. Ratification of the appointment id mm Direceot 

6. Election of the Directors far a new term of one 

7. Ekerian of the Statuary Auditor far a new term of one year 

8. lb transact any other btuioesa. 

The present notice and a fans of fmny have been sent to aQ 
ragtowed sharehofctets on record at M asm 24, 1997. 

In order to attend the Meeting the owners of hearer shares ore 
required m deposit their shares before April 7, 19 97 at the 
Registered Office of the Company. 

Banqoe Rmbas Luxembourg 
IQA, Boulevard Royal 

Luxembourg 

The registered shar ehol ders have tn fafana by mail [fetter ofprtiy 
form) the Board of Director* of thrir mtcatmn to assist at the 
meeting before April 7, 1997. 

Bf Older of the Board of Directnre 


ISRAEL 2000 SICAV 

20, Boulmrd Fmmml Servaii, 1,-2535 Luxembourg 
R.C Luxembourg B a 7 222 

NOTICE TO THE SHAREHOLDERS 

Notice is hereby gjwcn dut the ANNUAL GENERAL MEETING 
of die SureboUers of ISRAEL 2000 SICAV wiD be held H the 
Registered Office of the Company on 13 April 1997 « JOKM tn. 

AGENDA 

1. Report of the -Beard of Di r ect or s; 

2. Repon of the Auditor; 

■3. Approval of the financial statements fbr the fi«*a1 year oo 
31 December 1996; 

4. Allocation of the net result; 

5. Discharge of the outgoing Directors and the Auditor 

6. Appointment of die Directors and Agents of the Com pan) - : 

• Appointment of the Directors; 

" - 'Appointment of the Auditor; - - 

7. Any other basness, . 

The Shareholders are informed that no quorum is required for this 
Meeting and that the decisions are taken by a simple majority of -the 
shares present or re p re s um 'd- 

Each share is entitled. to one vote. 

Each Shareholder may act at any meeting by Prosy. For this purpose, 
pretties are avadtblc at the Registered Office and will be sent to 
Shareholders oo request. 

To be valid, the proxies duly signed by the Shareholders most be sent 
to the Registered Office in order to be re ceiv e d the day preceding the 
Meeting at 5 pm ar the latest. 

The owners of bearer shares, who would tike to attend this Meeting, 
should deposit their shares at die Registered Office five working days 
b efor e the Meeting. 

On behalf of the Company, 

HANQUE DE GESTION EDMOND DE ROTHSCHILD 
LUXEMBOURG 
- Sodtttd Aaonyxnc - - 
M, Boulevard Emmanuel Serrate 
L4535 LUXEMBOURG 


Mediobanca International Limited 

(ricofporewd with fimirad balMty in the Cayman itiandsi 
A member oi the Mediobanca Banking Group 

Notice to hokters of Medobanca International 
4 per cent Notes due 1999 convertible into 
oitfinary shares of Afleama Assicurazioni 
SjxA. (the «Notes») 

Notice is hereby given foat a Board Meeting of Aileanza Assi- 
curssoniS.pA vrtlbs held wi 4* April 1097 inter alia for ihfl. 
purpose of calling the Annual General Meeting of' the Compa- 
ny to be held to odopi the Company^ Accounts for the year 
endad 3lsi December 1996 and proposals relating thereto. 
AccoreSngiy', pursuant to CondStibn 5 (A) of iha Notes, 
ton RigrisiDthQCon^rVssharssvviflnorbeeifflrasabtebe' 
tween 5th Apri i SB7 and die East possWe daw fixed for the 
Annual General Meeting, or where appCcabfe. the day fotiow- 
ing the payment of any dwidends, foe efe g fau to n of yvWchmay 
be resolved by foe AnnuBi General Meetfag. 
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COMPANIES AND FINANCE: UK 


Deal announced with Mannesmann Autocom 

Trafficmaster set to 
move into Germany 


By Haig Simonian, 

Motor Industry 
Correspondent 

Trafficmaster, the traffic 
information provider, will 
today announce it is extend- 
ing its system to Germany. 

The agreement with Man- 
nesmann Autocom, the Ger- 
man telecommunications 
group, marks the first step 
in TrafQcmaster’s drive to 
extend Its patented system 
into continental Europe. 

Mr David Marteil, co- 
founder and chief executive, 
said advanced taikc with 
groups in France and the 
Netherlands were being held 
with a view to starting 
operations in the Paris 
region in early 1998 and in 
the Netherlands about six 
months later. 

He declined to forecast the 
impact of the German deal 
on Trafficmaster, which 
reports 1996 results next 
week. Analysts expect the 
company, which was floated 
in 1994 and lost £2. 4m 
on sales of £2.55m in 
1995, to announce a similar 
loss on substantially higher 
turnover in 1996. Mr Martel! 
said that he expected the 


first profit this year. 

The deal with Mannes- 
mann Autocom, the telecom- 
munications subsidiary of 
the German industrial 

Trafficmaster 

Share price since flotation (pence) 

400 * 



group, should lift sales 
through a 12-year royalty on 
revenues for the German 
system, which has been on 
trial for the past 18 months. 

Trafficmaster will also 
receive a fee for each traffic 
sensor site in Germany. 
Joint venture partners Man- 
nesmann Autocom and 
T-Mobil. a subsidiary of 
Deutsche Telekom, expect to 


cover 4,000km of autobahn 
this year and a further 
4,000km by next summer, 
comprising about 75 per cent 
of the motorway network. 

The German system will 
also allow Trafficmaster to 
start selling its in-car hard- 
ware to German motorists 
and carmakers. 

Although the bulk of UK 
sales have been in the after- 
market. the company last 
September reached agree- 
ment with Vauxhall, part of 
General Motors, to install its 
voice-based system as origi- 
nal equipment on the Vectra 
range. 

Mr Marteil said extending 
the network to continental 
Europe would strengthen 
TrafEcmaster’s hand in talks 
with other carmakers. 

One early deal in Germany 
could be with Opel, the Ger- 
man GM subsidiary, to 
install Trafficmaster hard- 
ware cm German Vectras. In 
the UK, Mr Marteil predicted 
Trafficmaster would sign up 
"at least two other major car 
makers by October". 

Hie company is investing 
£10m to install sensors on 
UK trunk roads by next sum- 
mer. 


Shell to answer ethics 
queries from investors 


By Robert Corcine 

Royal Dutch/Shell, the 
Anglo-Dutch oil group, is in 
the final stages of deciding 
its response to a special reso- 
lution from shareholders 
demanding an improvement 
in its environmental prac- 
tices and business ethics. 

Shell Transport & Trading, 
the London-based arm, will 
disclose how it intends to 
deal with the resolution next 
week, when it publishes its 
annual report. 

The resolution is due to be 
presented to Shell's annual 
meeting in London on May 
14. 

Shell has accepted that the 


resolution is an “unusual” 
challenge, given that it has 
the backing of a significant 
minority of shareholders. 

It stems largely from con- 
cern over Shell's handling of 
the Brent Spar incident and 
its operations in Nigeria, and 
is supported by Pure, the 
investment consultancy. Pirc 
said its clients held 12 per 
cent of Shell's shares. 

The consultancy is keen to 
see whether Shell’s state- 
ment on environmental pol- 
icy, due to be published 
towards the end of this 
month, will meet some of the 
requirements. 

The resolution calls for 
"effective internal proce- 


dures for the implementa- 
tion and monitoring of such 
policies". 

Pirc wants Shell's to 
require its various national 
operating companies to pre- 
pare detailed reports on 
their compliance with 
environmental and corpor- 
ate responsibility stand- 
ards. 

Shell has said: “There 
would be no point in having 
a global vision if there were 
no clear cut lines of report- 
ing or controls." It is 
thought that the resolution’s 
backers might agree to drop 
it if Shell's environment 
report adequately addresses 
their concerns. 


M&S to 
move into 
mail order 
clothing 

By Christopher Price 

Marks and Spencer, the 
UK’s favourite clothes 
retailer, is to expand into 
the mail order clothing busi- 
ness following similar 
moves by its rivals. 

M&S said it intended to 
introduce a catalogue in 
spring next year, with 
regional trials featuring 
selected ranges of clothes 
before a definitive version is 
published. 

The expansion of its mail 
order operations follows the 
success of Next, whose Next 
Directory now accounts for 
about a third of sales, and 
Burton Group, which has 
bought the Racing Green 
home shopping business. 

It also comes at a time 
when interest in mail order 
has been heightened by the 
sale of the Freemans cata- 
logue business by Sears. 

M&S already sells £85m 
($135m) of goods a year in 
home furnishings, wine, 
hampers and flowers 
through mail order. It 
recently launched a business 
clothing catalogue and is 
also planning a schoolwear 
version for later this year. 

Tbe company refused to 
comment on bow much the 
venture would cost or how 
many jobs might be created. 
However, analysts warned 
that the cost of launching a 
full-scale operation, particu- I 
larly if it targeted the 5m 1 
M&S account holders, could 
be huge. They also warned 
of “cannibalisatlon", with 
prigtfng customers choosing 
to shop at borne rather than 
creating new business. 

But there was also sup- 
port for the move, particu- 
larly in the tentative 
method of introduction 
being employed by the com- 
pany. “It’s very predictable, 
very low risk and will prob- 
ably be very successful, " 
said Mr Richard Hyman of 
the retail research consul- 
tancy, Verdict 

M&S is the UK’s biggest 
clothing group, with a 15 
per cent share of the mar- 
ket, nearly double that of its 
nearest rival, Burton. 


LEX COMMENT 

MEPC 


The last time there was a __ ‘ ~ ~ 

bid for a big UK property Nammerson/lwEPC 

5™?; Hammerson was s^p****^.,, 
the target. But after four FTSE Afi-Share index 

years of surgery from Mr no— r 

Ron Spinney, chief execu- .hmwumwxi 

tive, it has now turned 100 II • 

aggressor. And it has Kill . 

picked a suitable target, ■ EEjLi 

even though Its advances 30 u vnA” . 

have so far been rebuffed. ‘ V dl 

MEPC’s management has . so Twjr— 

been accident-prone, with 

mishaps from earthquake- 70 

hit US properties to reces- • • WQ J 

sion-hit UK developments. „ ^ 1 I i_l 

Its debt financing is the km k q e or 

costliest of the big prop- e — 
erty groups, its investment 

portfolio the most scattered, and its strategy has been 
rather fluid. It has therefore acquired several unhappy 
shareholders. Nonetheless. Hammerson will struggle to 
succeed. For starters, managements are rarely keen on 
proposals which damage their careers, so MEPC has 
unsurprisingly walked away from a friendly deal. Fur- 
thermore, Hammerson can neither offer a premium to 
MEPC shareholders - MEPC already trades at a premium 
to its net asset value - nor point to any obvious value 
that could be added from sticking the two together. There 
would be a few million pounds of cost savings, but they 
would have to focus on “management synergies”, which 
are rather less compelling. 

Hammerson’s only hope is to persuade enough big 
MEPC shareholders to Torre MEPC back into negotiations. 
And there should be support for the argument that Mr 
Spinney could profitably reshape a messy MEPC portfolio 
as he did with old Hammerson. But that looks less likely 
to shake off shar eholder lethargy than a bid premium. 


NPI rebuffed 
AMP approach 


By Christopher 
Brown-Humes 

National Provident 
Institution, the life insurer, 
said that Australian Mutual 
Provident had expressed a 
“strong” interest in acquir- 
ing it, but the approach had 
been rebuffed because it 
wanted to stay mutuaL 

“We are not for sale. We 
think we are doing very well 
for our members as we are," 
said Mr Ian Martin. NPI 
head of corporate affairs. 

He said NPI had been 
approached by a cumber of 
potential bidders - including 
many of the companies who 
joined the auction for Scot- 
tish Amicable, the mutual 


ALLLANCE INTERNATIONAL HEALTH CARE FITVO 

social* d'lmHUUflnnu j capital * aril Me 
"5. boulevard PritKC Henri. Luxembourg 
RC LmrmhflUfg B 2? I Of 

Notice of reconvened Euraordlnart General Meeting at Shareholder* 
A* the Extraordinary General Meeting nf shareholder* cumcncd 
‘cr March 26. 1#T uas tux able to deliberate and tote on the Hems oi 
lire agenda as a result of a lack of quorum, the shareholders of AUijjilc 
International Health Ctue Fund arc herein recent cited lo an 
extraordinary general which will be held in LusemUrurg. *5. houlctaid 
Pnnac Henri, ctr. MomJaj. Mj\ 5, 1*0? at 2:50 p.m. lor the foUotvhit: 
purpose- 

- To approte tbe change of the name ot the Fund from Alliance 
International Health Carr Fund into ACM Ininrurnnul Health Can- 
Fund and to amend article I section i oi the articles oi incorporation 
acccidmgls. 

No quotum u ill be required hut resolutions on ihc agenda of the 
extraordours genera] meeting will be adopted if sored b.v two thirds 
<2/31 oi shares present or represented. 

By order of the Board of Directors 

March 2S. IW 

R.D. Smart 
Chairman 


FIDELITY SPECIAL GROWTH FUND 

Social tflRvestisscment it Capital Variable 
Kanxaltis House. Place de lEioile 
B.P. 2174 L-1021 Luxembourg 
R.C. B 20095 

DIVIDEND NOTICE 

At tbe Annual General Meeting held nn March 27. 1947. it vs ns 
derided to pay a dividend of I'SS 0.05 I cents t per share on or ofirr 
April 25, IW to shareholders of reran] on April .*. I*>jt nod m holders 
of bearer shares upon presentation of coupons no 1 1 . 

Paying Agent: KREDIETBANK S.A. LUXEMBOURGOISE 
4.\ Boulevard Royal 
L-2449 Luxembourg 
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which last week agreed to be 
acquired by Prudential Cor- 
poration for £2.8bn. AMP 
was one of the disappointed 
suitors. 

Mr Martin said NPI 
reviewed its strategy every 
year, based on what it con- 
sidered best for policy- 
holders, with tbe next such 
mpprin g scheduled for May. 
It has appointed Goldman 
Sachs as an adviser, but not 
with a view to an auction or 
flotation. Mr Martin said 
there had been no contact 
with AMP for several weeks. 
and there bad been no for- 
mal offer from it 

NPI has ElObn under man- 
agement and 600.000 policy- 
holders. 


Forthcoming 
FT Surveys on 
Eastern and 
Central Europe 


Mach Poland 

April Slovenia 

Aprs testa 

April Investing in Central 

& Eestem Europe 
Ma> Croatia 

May Budapest 

June Baltic Basin States 

Arne Rooaata 

My Serbia 

My Kazakhstan 

For further Information on 
advertising, please contact 
Patricia Surridge 
Tel: +44 171 873 3426 
Fax: +44 171 873 3204 
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LEGAL NOTICES 


BXANDEIS LIMITED 
IhnuuDi to Sniirai I 74 of ibr f Mnpunei Ail 
1984 Hnnkleis Lirnnnl I'thc Compam - 1 
herd*) pm imn ihor 

• TV Compan; appanrrd hy «nnm 

taohAion nn XlMtch 1997 fwnuani a* 

Section 173 of dr Companif* Ail IwJ a 
payment ool oi capital for rtvr puq-.ne *4 
tbe [xmJnar by itae Company of I ,M. *7* 
of «l> (mu ndmaiy iham of 1 1 c>dt 

• The amount ot the pmcHuMr lapilaf 
payment for the »haic* at question i, US 
JL50W4U 

- The uanaray ikcUnucn M die dntciiws 
and i he auditora* report 1011111 x 11 In 
Scram 173 at tbe Compomm An I**i4 
are available for meprebon al 1 Minuet 
Cram. Mincmp Lone. London EC3R tVL 

• Any creditor of die Company may al any 
lime prior 10 7 May 1997 apply 10 We court 
unief Section 176 of We Companies Ail 
1 4R5 tor an enter pmhibiiinp Ihc pa)inem. 

Dated 2 April l«w? 

Demon Hall 
Five Chancery Lanr 
London EC* A IBU 
SolKHon 10 Bnrekt, LmmciJ 


gFT Surveys 


Telefonaktiebolaget LM Ericsson 
(publ) 

(LM Ericsson Telephone Company) 

Tbe Annual General Meeting of ibe Company win be held at 
tbe Berwald Hall, StrandvSgen 69, Stockholm, at 5.00 p.m. 
on Friday. April 25. 1997. 

The following items win be on the Agenda of the meeting 

1. To elect the chairman of die Meeting 

2. To elect two persons to approve the Minutes 

3. To present the Annual Report and the Auditors' Report 

4. To {Resent tbe Consolidated Accounts and the Auditors' Report 
on the Group 

5. To approve tbe Profit and Loss Statement and the Balance Sheet 

6. To approve tbe Consolidated Profit and Loss Statement and tbe 
Consolidated Balance Sheet for tbe Group 

7. rorfi'scha^tbezneinbereoftlieBoafdofZTirBctorsandtbe 
Managing Director from liability 

8. To detennioc the appropriation erf the profits, provided the 
Balance Sheet is approved 

9. To fix the reooid day for payment of the dividend declared 

10. To de***™"* the number of members and deputy members of 
die Board of Directors and tbe number of deputy Anditors 

11. To determine the remuneration payable to tbe members of the 
Board of Directors and to the Auditors 

12. To elect members of the Board oTWrectors and deputy members 

13. To elect Auditors and deputy Auditors 

Shareholders intending to participate in the Annual General Meeting 
shall give notice of attendance to the Head Quarters of the 
Company, Corporate Legal Affairs. S-126 25 Stockholm, 
id. dos: +46 (0)8 719 3444 or 719 4498 between 10.00 a.m. and 
4.00 pun. daily, or by facsimile no. +48 <0)8 719 9527, not later than 
on April 22. 1997. 

In addition to the above requirements, shareholders intending to 
oarddpatem the Annual General Meetingmustbeenteredm tbe share 
red^kept by Vaeniepapperscentraleu VPC AB (Swedish Securities 

Register Centre) not later than on April 15, 1997. 

Shareholders, whose shares are registered in tbe name of a nominee. 
mu a temporarily be entered into the share register in order to be 
entitled ^participate in the Meeting. The sharetroldwisrequesiedm 
inform the Dommee in due time before ^ Tuesday. April 15. 1997, when 
such registration must have been made. 

In order to participate in and to vote as proxy on bebalfofaSharebolder 

at the Meeting a power of attorney roust be presented, 
me BMrtofDinamteplcpo*! April 30. 19»7.Mlhera»dMy 
for payment of dividends. Provided dill prop osal is appro val, toe 
expected to be dispattberf by Vaerfefopperscromdeo 
VPC AB on May 9. 1997. 


April 1997 


The Board of Directors. 


Halifax Building Society 

unArmaaaMnpSeeWteMMffl 
Issue of up to an aggregate of 

£200,000*000 

SU ^a^"^-° ,eS 

an interest rate Of 6.80625%. 
S 27. .Of me subonlbiated 

Notes wilt be £17135. 

*2£E5SSE5i~ Q CHASE 
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TIM -TELECOM ITALIA MOBILE S^ 

LegaJ haadquartsre in Turin, Via A Bertota n* 34 - Sut>office In Rome. Via L Rizzo n” 22 
Capital Stock 4 1 0^03^71 .850 IL L vwtiony paid up 
Entered under n* 2582/95 in the Ordinary Section of the Company Register oi TUnn 
TAX I.D, n* 06947890015 


NOTICE OF ORDINARY MEETING OF STOCKHOLDERS 

Stockholders are hereby convened to an Ordinary Meeting in Turfri to be held in the Conference Room at Via A Bertota n° 34 at 1 1.00 AM on April 24, 1997 
on first caB and, if necessaty, on Apr! 28, 1 997 on second can at the same time and place to dtacuas and deliberate on the foflowmg. 

Agenda 

1. Financial Statements tor the fiscal year ended as of December 31, 1996: Reports of the Board of Directors, the Board of Statutory Auditors and 
Indfeendent Auditors. Related resolutions. 

2. Resolutions on purchase operations of company stock. 

3. Resolutions in accordance with article 2364 of the CMI Code, sub-paragraph 1 , point 2. 

Only Stockholders who have deposited their ortirtary shares at least five days before the dale set for the Meeting at the legal headquarters in Turin, 
Via A. Bertola n* 34, or sub-office In Rome, Via !_ Rizzo n* 22, or at Monte Titoli S.pjA for the securities which It manages or at the financial Institutions 
fisted betow may attend the Meeting. 

In Italy; 

Banca CommerctaJe Itstiana S.pJL, Credlto ItaRano S^sA., Banca cfl Roma S.p-A., Banco cfl NapoH S.pA, Banco di Sidlia S^A., Banca Nazionale del 
Lhvoto S.pA., Istituto Baneario San Paolo di Torino S.pA., Banca Monte dei Paschl di Siena S.pA., Banco di Sardegna S.pA, Banca Nazionale 
deirAgrtcottura S.pA, Banco Ambrosiano Veneto S.pA, Banca Toscana S.pA, Roto Banca 1473 SjxA, Deutsche Bank S.pA., Credlto Bergamasoo 
S43A, Banca Agrioota Milanese S.pA, Banco di Chlavari e della Riviera Ljgure S.pA, CAB - Credito Agrario Bresdano S.pA.. Banca Sella S.pA., Banca 
C. Steinhauslin & C S.pA, Banca Fktauram S.pA, Citibank N A, Banca Regionale Europea S.pA, Banque Paribas, Istituto Cent rale di Banche e 
Banchieri S.pA e Banche sue associate, Banca Popolare di Novara, Banca PopoJare di Milana Banca Popolare di Bergamo - Credito Varesino, Banca 
Popoiare Commerdo a Iridustria, Banca Popolare di Sondrfo, Banca Antortiana • Popolare Veneta, Cariplo - Cassa dl Rlspamnio delle Provincle Lomberde 
S.pA. Cassa d Rtsparmlo d Parma e Piacenza S.pA, Banca CRT S.pA. Banca Carige S.pA. CARISBO - Cassa di Rispannlo in Bologna S.pA. 
Cassa di Rlsparmto d Trieste - Banca S-pA, ICCRI - Istttuto dl Credito detle Cassa di Risparmio Itatiane S.pA, Casse di Risparmio e Monti di Credlto su 
Regno suoi assodati, ICCREA S47A - Istituto Centrals dalle Banche cfl Credito Cooperative. 

Abroad: 

London: Banca Commerctafe ftaftana S.pA - 42/46, Gresham Street - EC2V 7LA 

Credlto ItaBano apA - 17, Moorgate - EC2R 6AR 
Banca dl Roma S.pA - 87, Graham Street - EC2V 7NQ 

New Ybrfc Banca Commerciale ItaEana S.pA - One WUSam Street - N.V. 10004 

Credto Ital'ano S^A - 37S, Park Avenue - N.Y. 10152 
Banca <fl Roma S.pA - 34, East 51« Street - N.Y. 100Z2 
Morgan Guaranty TVust Company of New Vbrk • 60. Wall Street - N.Y. 1 0260 

Paris: Banca Nazionale del Lavoro S41A - 26, Avenue des Champs Elysdes • 75008 

Rankfial am Main Istituto Baneario San Paolo dl Torino S.pA - Eschershelmer Landstra3se. 55 - D 60322 


Buenos Aires: 


Lavoro Bank AG. - Taiacker, 21 - 6001 

Banca Nazionaie del Lavoro S jpA. - Florida. 40 - 1005 


for the Board of Directors 
Aw. Vittorio Di Stetano 
Chairman of the Board 


The Financial Statements and Reports of the Board of Directors, the Board of Statutory Auditors and toe I nd [pendent Auditors wtU be deposited, according 
to law. at the legal headquarters in TUrin, Via A. Bertota n 6 34, sub-office in Roms, Via L Rizzo n° 22, and wfB be available to stockholdBre. 

After Apra 21, stockholders may request printer proofs of the aforementioned documentation from toe TUrin and Rome office cited above. 

7?re aforementioned documentation will be sent to atockhotoers who requasl the mateifei in time by caDb^ +39 6 39009021. 

The notice convening the Ordnary Meeting of Stockholders was pubfished In toe Official GazBtte of toe Italian Republic, Issue n* 76, Parlll of April 2. 1997. 

A toll free number (167/691691) is available in Italy for aU those interested. 

This notice can be found at toe following internet address: hrttpyAvww.ttm.it. 

This notice ta befog published in accordance wtth regulations approved In Consob resolution n- 5553 of November 14. 1991. 
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INTERNATIONAL CAPITAL MARKETS 


Europe falls despite recovery in US 


GOVERNMENT BONDS 


By Edward Luce in London 
and Usa Bransten 
in New York 

European government bond 
markets fell across the board 
yesterday in spite of the fact 
that US Treasuries recovered 
slightly from the losses seen 
in the previous two trading 
sessions. 

Traders said the European 
markets were partly making 
up for the fact that they had 
been closed on Good Friday 
and Easter Monday and had 
been unable to mirror trans- 
atlantic fears that there 
might be further interest 
rate rises In the US later this 
year until yesterday. 

“There’s nothing specific 
happening in Europe to 
explain the bearish senti- 
ment in every government 
bond market," said Mr Eric 
Fish wick, international 

economist at Nikko Europe 
in London. 

“European markets are 
basically taking a negative 


cue from the US and look 
likely to continue to do so.” 

With interest rate futures 
pricing in a further 100 
basis-point rise in the US 
Federal fund rate by the end 
of 1997, bond analysts pre- 
dict a gloomy second quarter 
for the European markets. 

Mare immediately, traders 
say that the markets are 
unlikely to show strong 
signs of life in the lead up to 
the US non-farm payroll data 
to be released on Friday. 
Economists say the knock-on 
effects of a rise in US 
employment by 200,000 or 
more could be severe. 

“This is not 1994 but it 
would be foolish to expect 
the markets to do anything 
other than panic tf the fig- 
ures from the US are strong 
on Friday.” said Mr David 
Brown, chief European econ- 
omist at Bear Stearns in 
London. "Equally, if the data 
are weak the markets could 
rally: that is the type of situ- 
ation we are in." 

Italian and Spanish bonds 
suffered the most yesterday 


as investors fled the high- 
yi elders for German bonds. 
Traders said bunds were 
likely to continue to outper- 
form other European mar- 
kets as' investors board the 
“flight to quality". 

The Italian 10-year BTP 
future fell by L04 to dose at 
123.89 in London. Spreads 
‘ over equivalent . German 
bunds widened slightly to 
dose 194 basis points higher. 

The market continued to 
respond unfavourably to the 
mini-budget, describ- 
ing the measures as “unsus- 
tainable". 

“As long as the [Romano] 
Prodi government is unable 
to push through structural 
as opposed to one-off reforms 
it win be unable to win the 
backing of the markets,” 
said Mr Brown. 

“The g nw i riTnpnt is basi- 
cally being held hostage by 
the Refounded Communists. 
Even if the budget deficit 
faiia to 3 per «ynt , there is no 
guarantee it wont rise bade 
to 4 per cent of GDP in 1996.” 

The Spanish 10-year bono 


Issuance slow after 
long Easter break 


INTERNATIONAL BONDS 


By Samer Iskandar 

Syndicate managers, who 
were expecting a rise in pri- 
mary market activity after 
the Easter long weekend, 
expressed disappointment 
yesterday at the slow pace of 
issuance. 

“We were expecting activ- 
ity to pick up after the 
FOMC meeting and the holi- 
day." said one official at a 
bank in London. “Now that 
the rate rise is out of the 
way. the market is even 
more depressed by fears of 
another Fed tightening." 


TtwnanrB of dnllar- Hpnrtmi - 

nated bonds was limited to 
maturi ties of three and four 
years. 

“Investors do not want to 
reduce thetr exposure to the 
dollar, because they expect 
the currency to remain 
strong,” said one banker. 
“But they are reducing the 
duration of portfolios, and 
sticking to shorter maturi- 
ties [whose prices fall less 
when yields rise]." 

SBC Warburg was the 
busiest house, lead- 
managing the session's two 
largest issues. The first was 
$300m of three-year notes for 
Abbey National. 


Hie deal was priced to 
yield 12 barfs points over US 
Treasuries, a level described 
as “tight, but not overly 
aggressive” by a rival hank. 

“This is a natural 
follOW-up tO a similar jgg in * 
by Abbey National launched 
in February,” SBC Warburg 
said. “It is dprfgngd to tap 
the same investor base." 

The February issue of 
three-year paper has seen its 
spread tighten to 2 basis 
points, from 14 points at 

launch 

SBC Warburg's second 
issue was $30Qm of four-year 
notes for the European 
Investment Bank. 


future fell by L32 to close at 
110.08 to Barcelona. 

The German bund fixture 
dosed 057 lower at 99.44 in 

London. 

UK gilts also fell, in 
response to widespread fears 
that US rates win rise, by 
another 25 basis points at 
the next meeting of the US 
Federal Reserve an May 20. 

“We expect US rates to 
rise in May and again in 
July,” said Mr Philip Tyson, 
an international economist 
at HSBC Markets in T^mrinn. 
“There is a real reluctance to 
chase gilt yields lower with 
market expectations as they 
are.” 

The spread on US cash 
bonds closed almost flat at 
184 b«rf«t points over bunds. 
Futures closed % down at 

IQSft In T^inrinn 

French OATs also closed 
lower, although pom* econo- 
mists were speculating that 
the Bank of France might 
daoido to trim the interven- 
tion rate by 10 basis points 
on the back of weak eco- 
nomic riatfl. 


This would bring French 
short-term rates into line 
with. German rates. OAT 
fixtures dosed 0B2 lower at 
127A4 on MatiL 

US Treasury prices were 
modestly higher in early 
trading amid some «r‘gn« 
that Inflationary pressures 
Cm *hA US fl««nnm y remain 
at bay. 

Late in the morning in 
New York the benchmark 30- 
year Treasury was np V4 to 
94fi, yielding 7.066 per cent, 
while at the short end of the 
maturity spectrum the two- 
year note was A higher at 
99£ to yield 6.385 per cent. 
The June 30-year bond 
future climbed ft to 107fi. 

Bond prices dropped 
immediately after the 
release of figures from the 
National Association of Pur- 
chasing Minwpwnwit, which 
showed a continued 
strengthening in the manu- 
facturing sector. 

The NAPM Index of busi- 
ness activity rase to 55.0 in 
March from 53.1 in February 
and the employment index 


moved above 50 for the first 
time in two years. 

However, bond market 
inves to rs took some comfort 

from the feet that the index 
of prices paid fell to 50.9 
from 55. L 

Mr Kevin Sluder, senior 
gn w w nmtmt bond trader at 
First Chicago Capital Mar- 
kets said “a' lot of negative 
expectations were already 
priced into the market", so 
the positive news from the 
prices component produced 
a small reHef raDy. still, he 
added, the figures appeared 
to be quite strong. 

Mr Ed Yardeni and Ms 
Debbie J ohns on, analysts at 
Deutsche Morgan Grenfell in 
New York, said that the 
report was a sign of “the 
best of all worlds: purchas- 
ing managers report that 
activity is expanding at the 
fastest pace In over two 
years, with no sign of price 
pressures". 

The market’s attention 
now turns to Friday's release 
of figures on March employ- 
ment levels. 


New international bond issues 
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Paribas Capital Marietta 
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SwocSafi Export Credtt(b>* 2Sfcn 400 10000 M 1997 0.50 - SanyoTafcyo MRsdJfcN 

Swedish Export Credfifc)* 10bn 4.00 10080 Jri 1997 OM - KofcUHf Banpe 

Fannie Mae(dJ>* IBbn 5-50* 10040 Apr 2000 1.50 - Morgan Stanley Inti . 

McOorrejcTa Corp 25 0 1500 jat.873 Apr 2004 1.873 _ - Marti Lynch tnQ 

Final terms, norveadtetee unless stated. Yield spread (over r elev an t gowvrsnent bond) at launch atvpBad by had ma na ger. 
■MJnfisted. t RoaUng-rate note. iSarri-annuBl ooupon. ft ted m-offer price; tarn shown at m-fiffar level, a} 1-nWi Lfcor M. 
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Syndicate officials gairi the 
pricing of tha bonds against 
three-year Treasuries dis- 
guised the fact that then- 
yield was 9 basis points 
lower than the US yield 
curve. 

One banker said the pric- 
ing was “surprisingly tight, 
given market conditions,” 
but added that the “EIB 
always sells over time”. 


• It remained unclear yes- 
terday whether a rumour 
that Wrarii was considering 
so-called “parallel bonds" 
was an April Fool's day 
hoax. Parallel bonds are 
issued in European curren- 
cies that are expected to 
form the euro and become 
fungible into one large issue 
denominated in euros after 
European monetary union _ 


One syndicate official said: 
“Issuing parallel bonds does 
not make sense far a non- 
European borrower.” 
Ano the r maintained that 

Brazil haH aslwri hanks to 

submit bids on the deal. 
“They are definitely looking 
at the possibility," he said. 
“Maybe it is the Brazilians 
playing a joke on the 
banks." 


CAPITAL MARKETSnjjGEST 

Saudi bank to set 
up UK-listed fund 

The Arabian Monetary Agency (SAMA), the central 
bank has authorised Saudi American Bank (Samba), 
which fe 30 per cent owned by Citibank, to set up a 
London-listed closed-end ftuul to attract foreign investors 
intft the Sandi market. The move represents the first 
taxtative step by Saudi Arabia to open the country's 
embryonic n*> pft«i markets to foreigners. 

According to Sama, “Saudi Arabian Investment Fund 
(SAIF Ltd) [the London-listed company] will invest - 
exclusively in the units of SAIF KSA (Kingdom of Saudi 
Arabia), which will in turn invest primarily in the shares 
of Saudi companies-” 

Bankers in Riyadh said the fund's sire was likely to be 
around $250m, allowing it to test the scale of overseas 
investor interest in the Saudi market without exposing . 
Ranrii Arabia to the risk of speculative trading. The 
LoiMlon. fisting and the opening of subscriptions to the 
fund were expected to take about three months. 

Mr All Al-Shihabi, a director of Saudi-Hollandi 
(Saudi-Dutch) Bank, said: “Other joint venture, banka will 
follow suit The SAIF Hating win open up a capital market 
tire size of Israel’s, hut at levels which are currently 
undervalued. This and other funds will also bring foreign 
expertise »nfl liquidity into the Saudi market.” 

Other bankers pointed outthat althoug h Saudi 
m wi p » m i»R comprise 10 of the top 30 Middle East 
companies and market capitalisation is larger than 
Israel’s - some $40bn-$45bn compared with Israel’s OObn 
— there is no stock exchange in Saudi Arabia. Share 
dealing, which is done by tpiophr ma through a few 
brokers arid local banks, is neither regulated nor 
‘ transparent 

TTutn qow share trading has been restricted to Saudi 
n fltjmfeln, with a few compani es , excluding banka, open to 
citizens of five other Gulf states. The Saudi government 
has a controlling share in four of the top 10 quoted 
urm- hank rampantea. Trading valiums last year was less 
than STtan, about one-third as much as in neighbouring 
Kuwait, whose market capitalisation is. only half that of 
Saudi Arabia. The market’s performance, however, has 
been steady. The national Saudi share index rose almost 
12 per cent last year and has increased some 7 per cent so 
far this year. Robin Allen, Dubai 

Record month for DTB 

The DTB, Germany's futures and options exchange, set a 
record in March with more than 9m contracts traded, up 
from the previous record of &8m in January. 

Total volume for the first quarter was 27.41m contracts, 
roughly 20 per cent more than in the first quarter of 1996. 
This compares with roughly 50m contracts traded on 
Tiffe, the London derivatives exchange, in the past three 
months and 17m lots exchanged on Matif, the Paris-based 
market- 

The Schafz future on two-year German government 
debt, launched by the DTB on March 7, saw 207,714 
contracts exchanged. Samer Iskandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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UK GILTS PRICES 
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CURRENCIES AND! MONEY 


Trade 


markets report 


By Erruko Terazono 


The US dollar firmed against 
the D-Mark cm expectations 
of a further American inter- 
est nate rise, bat was sold 
against the Japanese yen on 
fears of trade tehsSoos- 

The sharp decline on Wan - 
Street this week had little 
effect on currency prices. 

With traders in Europe back 

at their desks after the 
Easter holiday weekend, the 
dollar closed op 0d pfennigs 
at DM 1.6697 against the 
D-Mark but fell YQ.77 against 
the Japanese currency to 
Y123.04. Sterling, meanwhile, 
was untouched by. the slide 
in UK equities »tvI closed up 
0.9 pfennigs against the 
D-Mark at DM2.7493 and 0.4 
cents against the US dollar 
at $1.6466. 

The dollar fell on signs of 
growing anxiety within 
Washington over Japan's 
expanding trade deficit 



within the US. . A Japanese 
government official quoted 
Mr Newt fiftigrMi, the US 
House Speaker, as indicating 
worries over Japan’s trade 
surplus. Later, Mr’ Gingrich 
announced that for Japan to 
seek economic growth 
through predatory export 
policies and a restricted 
domestic ' market would 
inflamo trade 
In US trading latet, the 
drill an- was' sold against t he 
yen by US funds. This also 
triggered the D-Mark’s 
d e cl in e against the Japanese 
currency. Nervousness over 
the yen is likely to persist 
ahead of the meeting on Fri- 
day between Mr Robert 
Rubin, the US tr eas u r y sec- 
retary and Mr Ryu taro 
Hashimoto, Japan's prime 
minister. *Tf toe policy mak- 
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hit dollar 


ers perceive the top limit for 
the doDar/yen rate at Y130. 
current levels of the dollar 
are not great on a risk-re- 
ward basis," said Mr Fan] 
Chertkow. global head of 
currency resWch at UBS in 
London 

Traders are also fbcussin- 
gon today's release of the 
Bank of Japan's tankan 
report, the quarterly survey 
cm b usiness confidence. 

Since 1993. according to 
Deutsche Morgan Grenfell, a 
weaker- th&n-expected tan- 
lean weighs an the yen, and 
vice versa. The Japanese yen 
has moved in the expected, 
direction cm toe day of toe 
tamtam's release U out of 13 
times. On the day of releases 
in which the results were 
worse than expected, the dol- 
lar rose all six against 
.the yen by an average of 0-37 
per cent. Of the seven sur- 
vey releases that were 
higher-than-exp acted, the 

ririUar fell. five tirtifr fi arid rose 
twice, for an average depre- 
dation of 0.26 percent 



■ The pound gained ground 
on expectations of a rise in 
interest rates after the UK 
elections on May 1 and signs 
of continued economic 
growth. Mr Don Smith at 
HS»n Markets said the 
positive sentiment toward 
sterling had continued since 
last week's release of labour 
market statistics and aver- 
age earnings dat a- 
Analysts expect the pound 


to strengthen further against 
the US dollar and other 
European currencies on the 
perception that the Labour 
party, which is forecast to 
come to power following the 
election, will increase rates. 

■ Large lot purchases by a 
Japanese bank briefly lifted 
the Australian Hnllar nnri ihfl 
New Zealand dollar in ear- 
lier trading. Japanese inves- 
tors seeking higher yields 
provided support for the two 
currencies last year, by pur- 
chasing Australian dollar 
and New Zealand dollar 
denominated samurai bonds 
issued by sovereign borrow- 
ers. Some analysts had 
hoped that the start of the 
new Japanese financial year 
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would prompt a wave of sim- 
ilar trades. 

But economic fundamen- 
tals point to stable monetary 
policy in the two countries. 
The Reserve Bank of Austra- 
lia board, which held its 
monthly meeting this week, 
is expected to keep Interest 
rates at current levels. With 
toe rise in US interest rates, 
Hw maintaining of Austra- 
lia's key money market rate 
at 6 per cent may dampen 
the appetite of Japanese 
Investors for Australian 
denominated bonds. 

“Japanese buying will be 
there but it will be less of a 
positive for toe Aussie dollar 
than it was last year,” said 
Mr James Shugg. economist 
at Westpac Bank in London. 
He added that the Australian 
currency bad yet to react to 
the US interest rate rise; and 
could decline if it reflected 
the move. Strategists predict 
the currency will trade 
within a range of $0.78 and 
$0.79 against the US dollar in 
the short term. 
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COMPANY NOTICES 


FdROUNGSBANKEN AB (publ) 
NOTICE Oi A HEEI84G 
aflhcliuMuaetltapnttttndlra 

OSIUOXOftOOOBMAji tale Notes dne 1996 
rtmNGSBWK»AB (paM) 


1ZJ0p.nL (tendon tind, oratndi tancrinraafar at rin Merita con ra tnri h itttna of the 
LS515OX0OXOp Boaftg Rn Notts due 2000 of the Cora purr have been amduded or 


LS5150XOOXOO noabng tae Notes due 2000 of Ine Corapanr thu have bee 
aAoomcd far Ike purpose of ccraktarinj and, I thou^it 6. pasaae die ratohaio 
which 1*61 be prxxsrd br the Conaaw * an Extiaocdkuiy Iteotaon In Km 
pitwWons J mr tacri W«cy jrosaent dated 2nd July 1996 Ohe fiscal hgn 
r, nnhen Inst Cooifi 


1 die Ttiotaon ta out bekw 
1 aandance nidi die 

.. „ I My 1996 tie *BscaI Agency ripeement'] 

1 theCoopany. Sntaslnat Company Hie Hal riganO and Bantas Tnai luMrafatu* 
5A.as PaytegAgM (nidi die F hol rehd"g» the Notts. 

That Mi Meeting of the hoHn phe 'Notthoideis') of the 1 
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3 Emy^Mdoo airntad to lh;Meeta«tol be derided Hi dew of hnb rads l frf ■! 
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Tibba^te the Motes. 


■tari and MidpulPigini Agent 
BanfanTratCeawaw 


IrippoidSbert 
LonwiEC 


ECM2HE 


SankeuTnar UdbMxus SA 
PXLBmBOT 
14 Baa/emd fJJ. tartt 
taoeraboug'. 

ffi8BmCSkMONAB(|ta0 

2d April mr 


l esEdto s 

The FT caa bdp yoo ressch 
addmaml tadett in 

Renee. Ourlink with the Preocb 
bwiu eaa ne ws paper. Lea Bcfaoa, 
^vn you a uoique tecfintmetn 
advenising opportunity io 
raipinBa e on the FT» Eu ropean 
readership and to fanber target 
die Freocb busmen world. 
For inforauttioo on nuea and 
fartfxT detail! please telephone: 
Toby Ftndea-CrofU on 
+44 171 873 3456 


WOOLWICH 

- Building Society - 

£175,000,000 

Floating rate notes 
due 1997 

Notice b hereby given that 
the nuns will bear interest 
at 638384% per amum fmm 
27 Modi 1997 to 30 Jane 1997. 
Interest payable on X Jane 
1997 mill amoant to 5J 7132 
per HI 0,000 note and SI, 715.16 
per 9100,000 note. 

Ageait Morgan Guaranty 
Trust Company 

jPMorgan 


TANJONG 


PUBLIC LIMITED COMPANY 

( Incorporated ia England 1926 - KagUtrathm No, 210374) 
(XtfbUrc d asafinigacotapatyPt Malaysia- No. 990003-V) 

NOTICE OF PROPOSED FINAL DIVIDEND AND 
CLOSURE OF BOOKS 

NOTICE IS HKXEmr GIVEN that a final dhridcud of 15.4 *m per share 
of Mafayriaa Imooaia Tta at 36W) m ropect 


Dbectm Tor approval by the 


year cadad 31 January I! 
pprovalby the members 


1997 huba 


1 by the 


at the Seventieth Animal General 


Mectmg of Ac Company. Subject to the roHowfa* parandt. the 
tfvidead, if appravad, be paid on IS Augurt 1997 to Amamtt da 

rnortdofttecSnptayittte^onjtataw on J8 AJr W97. 




which retaaa to a Bnancial year that pneadas the dun of the erapJoyWi 


The SUdstar of Membm oftM Company will he domd ftwa 19 JiUy 1 997 
to 26 July 1997 (both data inchratve) for the purpose of determWaa 
dtaadMWen*a,tirieniGisttetbBiBvhleDA. 

Recktrabie trantlen received by the Cawpsay*! Breach Bagfattan to 
HMpjmla, Sgmt * Ca. 84a Bhd, at Ulh Vtoee, Manrt Aetna IMmreat, 
, Jafaa tojsOrtM. JlflgflKada Larapm, Matepia, gg the r — yy i 

- .la ttoc tJahad fluilam, Inity redart KtgWrma Grew 

f Htatota 39BXWS Wb Kaad. BM taaax Id INIJ. 
■ to the ekiao of betkmas at SXO pA. in 18 Jnly 1997 will bo 
s entbleBtouts to the dhridcud are dtatoradaed. 

FURTHER NOHOC IS HEKXBY GIVEN that tha Xalaydui Central 
Da p aefta t y Sdn. Bhd. thafl not ha anocptnn; any icqacrts tor deposit 
and/or withdrawal oT (bars commencing l3L30pj(L on IS Jahr 1997 an dl 

1229 pJtt.flftl5Jtdy 1997. ADcpoaitcrihaflquaHy for cntMeincnt.oidy 
in reqxxt oL 

0 Shares deposited into the Do|X»kor’t Securtriex Acoounl before 

lLSOpjn. on IS Jtfly 1997; 

(5) Sharct not withdrawn fms the Lepoai tor's SeanritfasAccoontu 
atlSXSjran. on 15 July 1997; 

CS) Shares tratt*forred into tteDepo«iior < 'sSiicnritieaAoooant before 
12J0pjn.onl8 July 1997miefpeaoTortlaiiay txansfots; 

Gy) Sham transferred into lbs Depocilor's Sccuiitici Accotmt on or 
before 3.09 jun. on 18 My 1997 in raped oTexpna tnncfiari; 


(v) Shan 
10 July 1 


By Order of the Board 
SSua g M sy Bamasaany 


on or before 


1 April 1997 

17th Floor Mourn Boreuail 
JabaRtikCMaa 
SOSWKMlaUmpsr 
Malaym 
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Vietnam moves to deregulate rice business 


By Jeremy Grant in Hanoi 

Vietnam Is to prise open its 

tightly controlled domestic and 
export rice businesses by decen- 
tralising the allocation of rice 
export quotas and abolishing bar- 
riers that choke internal trade. 

Analysts welcomed the moves 
as a significant step in liberalising 
the country's rice market and 
unlocking further export poten- 
tial- Vietnam was the world’s sec- 
ond largest rice exporter after 
Thailand last year, when the sta- 
ple earned Hanoi about $ibn in 
much-needed foreign exchange. 


However, the new rules, con- 
tained in two government decrees, 
fell short of allowing private sec- 
tor participation in rice exports, 
even though it is the key force in 
production and distribution. 

The World Bank and other 
agencies have long urged this as a 
way of spurring competitiveness 
in Vietnam’s rice industry and 
boosting export revenue. 

Under the decrees, Hanoi set a 
rice export quota for March to 
September of 2.5m tonnes. 

Previously, the quota was allo- 
cated to two food trading compa- 
nies - Vinafood 1 and Vinafood 2. 


They kept the lion's share, parcel- 
ling out the rest to 13 other state 
companies with export licences. 

It was a restrictive regime that 
allowed the Vinafood monopoly to 
exploit differentials between local 

and international rice prices, 
effectively imposing a tax on 
farmers and capping productivity. 

However under the new rules, 
two-thirds of the quota will be 
handed directly to 14 provinces, 
most located in Vietnam’s “rice 
bowl” Mekong region. 

They in turn can nominate one 
or more enterprises for direct rice 
exports, although the rules do not 


stipulate the criteria to be used in 
making the choice. lie immediate 
effect will be to increase the num- 
ber of companies allowed to 
export to ZL, including both Vlna- 
fbod companies. 

The development also has politi- 
cal significance. It represents a 
victory for those in Hanoi who 
have been advocating reform, 
over the entrenched interests of 
both Vinafood companies. 

"Having given the power to the 
provincial authorities, it will be 
almost impossible to withdraw it 
The next steps towards full liber- 
alisation are likely to be pushed 


by the provinces themselves," 
said Mr Francesco Golett] of the 
Washington-based International 
Rice Research Institute. 

The decrees also abolish taxes 
and cumbersome licensing proce- 
dures that have seriously hin- 
dered the trading of Tice between 
Vietnam's provinces, in particular 
between the north and south. 

That should stimulate trade 
within Vietnam, allow for a more 
efficient marketing system and 
allow prices to be set by supply 
and demand, rather th fri? largely 
by the Vinafood monopolies, as 
was the case previously. 


m add jtinn, the rules allow any 
organisations and individuals 

“who satisfy the - necessary 
requirements' 1 to deal in domestic 
rice trading. That in theory would 
open the . way for small, private 
- entrepreneurs but the criteria for 
entry appear to render -that a 
remote possibility. 

Mr Nguyen Dang Chi of the 
trade ministry says entities must 
secure a “business certificate”, 
have minimum paid-up capital of 
5(Xm dong (J4-5m) and have been 
trading for three years. Very few 
private companies are large 
enou gh to .meet these conditions. 


Soyabean 
futures up 
on data 
revision 


Crude oil 
prices drop 


MARKETS REPORT 


By Robert Corzine, Kenneth 
Gooding and Gary Mead 

Crude oil prices fell 
yesterday as the impact of 
last week's production cuts 
in Nigeria began to fade. 

Royal Dutch/Shell, the 
largest operator in Nigeria, 
reported that output in the 
Niger River delta was 
returning to normal after 
protests by disgruntled local 
residents last week forced 
the closure of a number of 
oil processing stations and 
production cuts of around 
210,000 barrels a day. 

The price of Brent Blend, 
the international bench- 
mark. was quoted at around 
$19.12 a barrel in late Lon- 
don trading. 28 cents down 
on its close last Friday. 

The heavy blizzard that hit 
the north-eastern US over 
the past few days had little 
impact on prices but gas oil 
futures - which are sensitive 
to big changes in weather 
patterns - closed down $L25 
to $165.50 a tonne on Lon- 
don's International Petro- 
leum Exchange. 

A big fall in London Metal 
Exchange zinc stocks helped 
to propel the metal to a 4'A- 
year peak, taking it above 
$1,300 a tonne again. The 
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drop of 13,025 tonnes means 
(i ’mtr zinc stocks have fallen 
by 60.750 tonnes in the first 
quarter of this year. 

Traders suggested the 
stocks fell was caused by a 
one-off purchase by a North 
American zinc producer run- 
ning short of the metal. 

Mr A dam Rowley, analyst 
at Macquarie Equities, part 

of the Australian h anking 
group, said the market had 
been rife with rumours of a 
big rise in stocks because of 
a delivery into LME ware- 
houses from China. 

May futures for robusta 
coffee in London opened 
higher, reaching a peak of 
$1,660 a tonne. However, 
early gains were trimmed as 
a result of increased pro- 
ducer selling. At the close. 
May futures were down $23 
on the day at $1,612 a tonne, 
with some analysts saying 
the market was experiencing 
a static, post-holiday feeL In 
New York, May futures in 
mid-morning trading fell 4.15 


Good start to season for Indian tea 


cents a pound. 
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By Kunal Bose in Calcutta 

Tea prices are strong in 
India as the new season crop 
starts to arrive at the auc- 
tion centres in small quanti- 
ties. 

Mr PR. Sen, chairman of 
J. Thomas, the world's larg- 
est tea broker, said it was 
too early to estimate the size 
of the 1997 Indian crop. “But 
the domestic demand for tea 
is growing so strongly that 
we expect it to fetch good 
prices throughout the sea- 
son," he said. 

Prices of all grades of CTC 
(cut, tear and curl) and 
orthodox tea are exception- 
ally firm. 

The crop in March, the 
first big tea-growing month 
in India, was down at least 
30 per cent on the 32.3m kg 
of the same month last year. 
Even though India had a 
record crop of 780m kg in 
1996 against 753.9m kg in the 
previous year, the current 
season opened with virtually 
no stocks, which boosted 
prices. 

Mr Vijay Dudeja. chair- 
man of the Paramount Tea 
Marketing tea broker, said a 
new season usually started 
with stocks of 20m kg to 30m 
kg of tea. 

“The negligible opening 
stocks in 1997 and a poor 
crop in the first quarter led . 
to the cancellation of a cou- 
ple of auctions in March," 
said Mr Dudeja. “Prices, 



Pmnnctura* 

Weather permitting, India’s tea growers should achieve their production targets and good prices are expected to prevail 


which started improving in 
December, continue to 
harden with every auction." 

The shortage and high 
prices of coffee have also 
raised demand for tea. which 
remains the cheapest of all 
beverages in spite of the 
recent rise in prices. 

According to industry offi- 
cials, the country could still 
achieve the Indian Tea 


Board production target of 
800m kg in the current year, 
provided the growing cen- 
tres receive regular rain 
from now on and the winter 
does not set in early. They 
do not think it should be at 
all difficult to raise tea 
exports to 165m kg from 
nearly 154m kg in 1996. 

“We expect bigger buying 
from Russia, Poland, Iran 


and several other west Asian 
countries," said Mr Sen. 
“Iraq is back in the market 
Exports to the UK will be 
held around 30m kg. Our 
advantage is that our tea ls 
cheaper than Sri Tjnlcan and 
Kenyan tea. Interestingly, 
the merchant exporters in 
Sri T.ank« have started buy- 
ing tea from us to honour 
their commitments.” 


The trade officials think 
that good liquoring tea, 
which is much sought alter 
both within and outside the 
country, will fetch a very 
high premium over medium 
and plain tea. More imd 
more tea gardens in Assam 
and West Bengal are chang- 
ing their agronomic and pro- 
cessing techniques to make 
good liquor-orientated tea. 


By Laurie Morse in Chicago 

Soyabean futures prices on 
the Chicago Board of Trade 
soared yesterday after the 
US Department of Agricul- 
ture offered its own version 
of an April FooL 

The agency confessed to a 
mathematical error in the 
quarterly grain stocks 
report It had released on 
Monday, and offered a revi- 
sion for soyabean supplies 
that sparked frantic trading 
in the futures pit. 

The agency on Monday 
had said that US soyabean 
supplies as of March l were 
1.078bn bushels. However, 
on Tuesday morning it 
revised that figure down- 
wards by 22m bushels to 
1.056bn bushels. 

Soyabean futures prices 
for July delivery scored a 
contract high of $8.88 a 
bushel, and for May delivery 
a contract high of $8.85% 
after the announcement. 
Both contracts briefly hung 
at the highest allowable 
advance for a day, up 30 
cents a bushel, before fadtog 
bade s tightly. 

“This is toe first time in 
30 years that the USDA.has. 
made this kind of error,” 
said Mr Joe Victor, analyst 
with Allendale. “Soyabean 
stocks are extremely tight, 
and this just caught every- 
one by surprise." 

The USDA report provided 
a snapshot of soyabean 
stocks in place on Man* l. 
The agency will give its esti- 
mate for year-end stocks of 
soyabeans on April 11 in a 
regular monthly report Last 
month it estimated toe US 
soyabean carry-over at year- 
end at a thin 140m bushels. 

Traders said that govern- 
ment statistics released last 
Thursday showing domestic 
soyabean processing 
remained remarkably high 
given the extent of the soya- 
bean price rally this year. 

“We still have not- got 
prices high enough to ration 
demand," said Mr Victor. . 
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7730-35 

Prevnus 

7810-20 

7730-25 

HHjhflqw 

7860 

7820/7730 

AM Official 

7659-60 

7765-68 

Kerb close 


7755-60 

Open vtI 

49.697 


Total OaSy turnover 
H TW IS per tome) 

17.393 


Close 

5830-40 

5860-65 

Previous 

5660-70 

5875-80 

Hlgh/knr 

5865/5860 

5895W*5 

AM Official 

5860-65 

5685-90 

Kerb dose 


5855-60 

Open frit. 

18544 


Total Ojiy turnover 

3514 


■ ZINC, spedril Mali grade (5 

per tome) 

Close 

1278.5-79.5 

1297-96 

Previous 

1265-8 

1284.5-5.5 

HlgMow 


1310/1291 

AM Offlcta 

1278-79 

1296.5-97 

Ksrb clow 


1308-09 

Open fret. 

86.482 


Total aany turnover 

38.162 


■ COPPER, grade A (S per tonne) 

Close 

2405-08 

2358-57 

Previous 

2425-7 

23665-7.5 

High/low 

240672402 

237912348 

AM Official 

2400-02 

2355-57 

Kerb close 


2359-60 

Open InL 

138.148 


Total daily turnover 

43,504 



Apr 

Latest Bay's 
price cfenage ngb 

350.0 -1J) 3516 

kwr 

3492 

Open 
Wl M 

2J547 Z322 

toff 

Latest Day's 

price cfcrage Iflgb In 

10200 +040 10285 10180 

voi 

129 

0p« 

bt 

3805 

■w 

Latest 
prim i 
. 1017 

toy 

3523 

- 

- 

- 

2 

Jri 

104.75 

+085 104.75 10480 

68 

1833 

Jot 

1030 

Jon 

3532 

-0.8 

354.4 

3522 27,609 66.071 

Sap 

98.75 

+180 9880 9625 

a 

45 

Stp 

1041 

*■9 

356.0 

-0.6 

35CJ 

3550 

198 13,199 

hr 

100-75 

+180 10180 99.75 

Z74 

28*3 

DSC 

1030 

Oct 

3583 

- 

358.9 

358.4 

37 5^57 

Jan 

102.75 

+180 10380 10185 

143 

643 

Hu 

1046 

Dm 

3618 

-QA 

3618 

3615 

188 21.731 

Mu 

104J5 

+180 10485 10485 

20 

204 

fetal 



ToM 30046151088 

■ PLATINUM NYMEX (50 Trey aui S/troy eg.) 

Apr 368.5 -0.3 3700 368-5 2,707 3.464 

Jd 373 3 +1 2 3740 3720 6,476 10,458 

Oct 3765 - 3760 3765 171 2032 

Jm 3770 +03 3773 3773 8 1.147 

TOW 9305 17,446 

PALLADIUM NYNEX [100 Ttay S/lroy 02.) 


fetal 


mi yen 


■ USE AM Otoctm OS rate: 1.6436 

LME Ctoring US rat* 1.6471 

Spot 1 6*85 3 rote 1 6463 8 ants 1.6441 9 *te 16*16 

■ HIGH WADE COPPER (COMEX) 

Utao* Days Dpa 

pries dumps Hgt In Vol U 

Apr 112.40 -Z1S 114.50 11180 631 3.850 

Hqr 111.60 -1.40 11250 11030 2009 23534 

JM 10930 - 10930 10930 46 1386 

Jri 106.70 -055 108.70 10720 224 9.441 

A«l 10150 - 10650 10650 44 740 

S«p 106.00 -0.55 106.00 10530 B 3,955 

3078 54,205 

PRECIOUS METALS 

■ LONDON BUUJON MARKET 
(Pricaa supplied by N M RottachM) 

GoWroy oz) 5 pnee E aquhr SFr equtv 

Ctoea 3SUC- 35000 

Opening 35030450.70 

Muring flx 349.05 212.84 50338 

Afternoon fix 350.00 212.68 604.18 

Da/B Wflh 3SQS0-3SI30 

Day’s Law 34PWKM580 

P1WMU8 Close 347.70-34830 

Lneo Ltai Mean QoM LeMBng Ratal (V4 USS) 

t month... — _...4.52 6 months 4 42 

2 months .... 4.4S 12 months 4.4 1 

3 months 4.45 

SBwr R* fVTroy oz. US cts eqriv. 

Spot 30645 50X50 

3 months 310.75 5DB.95 

G months 315,35 516.70 

1 y«r 324.50 530X15 

OaU Coins s price E equiv. 

Krugerrand 349-351 212-213 

Maple Leaf 

New Sovereign 82-85 50-52 


Jm 

1502S +285 150.45 147.70 

206 7,937 

Sop 

74820 

- 

13 1,784 

Dec 

15080 - 15080 15080 

- 190 

ToW 



299 *982 

M SILVER COMBf (5800 Trey o^CertstoffOZj 

■by 

5028 -58 5088 

5012 22.717 53800 

Jd 

5078 -50 512.5 

5078 

4J96 19.777 

Sap 

5148 -38 5188 

514.0 

107 3,400 

Ok 

5218 -48 5245 

5200 

86 5232 

Jot 

527.0 

- 

I 14 

Hu 

5338 - 5338 

533LS 

8 5,366 

Tetri 



27,792 01224 

ENERGY 



■ CRUDE OIL NYMEX (1.000 bands. S/baneQ 


Latest Day's 


Open 


price change Mgh 

Lou 

Vol hit 

»>» 

2044 +083 2065 

2025 32.061 90245 

Jon 

20.43 +081 2082 

2026 10825 61871 

Jul 

2043 +085 2086 

2028 

4,375 29556 

Aug 

20 47 +0.13 20.49 

2033 

1201 22292 

trip 

2035 +083 2085 

2032 

515 13816 

Oct 

2035 +005 2035 

2034 

540 14846 

fetal 



6GJ7539S8S8 

M CRUDE Off. IPE (S/barral) 



Latest Day's 


Open 


price change Wgti 

Low 

vm tnt 

Hay 

1913 -025 1927 

1901 20.565 56.485 

Jin 

1928 -020 1839 

1015 


Jri 

1927 -020 1840 

1919 

1215 16239 

Aeg 

1929 -018 1939 

1925 

671 8,115 

SW 

1940 -006 19.40 

1931 

31 8,657 

Oct 

1989 -085 1989 

1930 

45 S2B0 

fetal 



na m 

M HEATING Ofl. NYMEX (42800 US gtataj cAB drib) 


Litre! Dafi 


Open 


pftat disv Hlyti 

Lmr 

Vol U 

"re 

5480 -012 54.75 

5425 16360 34.960 

Jn 

54.30 -007 54.60 

5425 

3,788 16832 

jm 

54.75 +003 5505 

54.75 

1859 14241 

Aug 

55.45 +018 5575 

55.30 

345 BJ42 

S«P 

5625 +028 5670 

5625 

513 5.108 

Oct 

5720 +053 5720 

5720 

210 6.197 

Total 




■ GAS OIL R (S/tannH 




sea Bay's 


Open 


pries donga UlyL 

Ura 

Vol tat 

Apr 

16550 -125 167.00 1ES2S 

4810 22,161 


167.50 -1 50 168.75 166.75 

2872 12,052 

Jn 

16050 -1J5 17080 16025 

997 11808 

Jd 

171.75 -125 17Z25 17180 

405 4,445 

Aug 

173.75 -LOQ 17480 17380 

250 2J25G 

Sap 

1757S -0.75 17575 175.75 

78 1829 

Total 



18889 8 S3» 

M NATURAL GAS NVHSt (10 000 smBBuStarilBBU 


Lstesl Bays 


Open 


price conge wgn 

Lire 

wr W 

toy 

1805-0021 1.950 

1800 

7859 30.773 

Jn 

1955-0813 1890 

1.950 

2,116 15801 

Jd 

1.970-0010 1.995 

1.965 

1832 12885 

A "B 

1.980-0013 2.005 

I860 

446 9.706 

Sre 

1.990-0810 2810 

1890 

896 9866 

Oct 

2830-0808 2.040 

2830 

377 10880 

fetal 



13873186,036 

M UNLEADED GASOUNE 



WlffiC 142800 US gals: rtB grift.) 



Latest Day's 


Open 


price dungs High 

Low 

vol tat 

May 

6130 +006 63.75 

8305 14.340 42,717 

Jm 

S8S +013 6320 

82.60 

1138 21243 

Jd 

6220 +028 6260 

6200 

72610808 

Aeg 

61.10 +038 61.40 

6180 

236 5817 

top 

5990 +063 5980 

5920 

282 2870 

0d 

5050 +088 

- 

231 1837 

fetal 



33, SM 91273 


■ WHEAT CBT fiJOPbu mtn; centt/BOto bushel) 

■by 40150 +450 40750 38750 5,181 2B583 

Jut 399.00 +550 40450 39550 12,758 42525 

Sep 39550 +150 407.00 38450 GS5 6,713 

Dec 40950 +350 41 550 40350 872 6573 

Mu 40850 +550 40850 40350 59 108 

Jel 37250 - 182 

Total 20,783 BMW 

■ MAIZE CBT BLOW bu min; centg/56fc bushri) 

May 31455 +455 32050 30850 38579142524 
Si 31550 +525 320.72 311.75 24513111290 
Sap 29650 +250 30050 293.50 1,993 18.438 

Doc 29250 +050 29850 28950 18247 88536 

Mu 29650 +050 30150 29650 679 9553 

■by 29850 - 298.50 29850 28 382 

fetal 8*3473765* 

■ BARLEY UFFE (E per tonne) 


*i Open 

go q*i low M tat 

- 1019 1007 1558 24579 


750113257* 
■ COCOA CSCE (10 tonma; S/tonnea) 


if* to" 

Price dHoge Bffh Lew W M 

Apr 68225 -ai00 68.725 88.100 8580 25,100 
JOT 64525-0250 65550 84.700 7JB8 30.611 
Aeg 63725-5.125 83550 63508 2578 22,705 
87525+0550 67.7m 6752S 1578 15534 
89500-0525 KLB75 80480 686 
70575-0175 70500 70575 1,042 


Oct 

Dee 

ftb 

Tetri 


7.457 

4282 


18^24 108518 


May 

1488 

+13 

1488 

1440 3886 29869 

■ LEAN HOGS CME {4O800ton; canaflba) 

Jri 

U95 

+13 

1497 

1471 

559 23857 

Apr 

72400-0875 72800 72850 3,193 

8,175 

S*P 

1517 

+9 

1519 

1487 

244 11863 

Jot 

80875-0800 81.750 80850 5,171 

13,769 

Dec 

1531 

♦7 

1536 

1514 

229 9804 

Jri 

80800 -0.600 81800 80.700 1854 

3896 

Mu 

1555 

+3 

- 

- 

- 10817 

Am 

78800-0.400 78.750 7H850 1,142 

2889 

tor 

1580 

-10 

- 

- 

367 7815 

Oct 

71.700-0.150 71825 71850 479 

2834 

fetal 





E2BG101J42 

Dee 

60600-4.125 69J00 99850 262 

1897 

■ COCOA (1CCO) (SDR’a/tonnq) 


fetri 

12838 

30882 


■31 


Daly 


Price 
_. na 


Plea. Pay 

1137.17 


■ PORK BBLUE8 CME {4C500g»; oanta/lha) 
Ibp 70400+1250 80500 785m 1546 4,133 


■ COFFEE UFFE (Stoma) 


to 

0480 

+1.50 

9480 

9480 

5 

133 

Sap 


+185 

- 

- 

- 

36 

lire 

9780 

+125 

9780 

97.00 

88 

603 

Jn 

9980 

+185 

- 

- 

- 

38 

tear 

14180 

+U5 

- 

- 

- 


to 

10380 

- 

- 

- 

- 

- 

Total 





73 

*10 

M SOYABEANS CBT p80Qu sta; CrittGOb Mt| 

to 

87980 +23.25 885.75 B54.00 Z7J33 73885 

Jri 

88280 +24 JB B8B80 856.00 12843 58,727 

Am 

838.00 +2380 86480 83280 

950 

8,757 

s«p 

787.00 +13.00 77980 75780 

589 

5827 

No* 

700.00 

+700 71300 09380 11842 35,129 

Jan 

706.00 

+7.00 71080 706.00 

167 

2015 

Total 





67,123 UM49 

■ SOYABEAN OIL CBT (GOOOOIta: canta/lb] 

Moy 

24.33 

+0.41 

24.63 

2400 

6071 39893 

Jri 

2489 

+0.40 

2(09 

2489 

5031 

30823 

*m 

24.95 

+8.47 

25.15 

24.50 

421 

6001 

Sap 

2485 

+484 

2505 

2486 

397 

3068 

o a 

25JM 

+1L27 

2580 

24.73 

930 

3818 

Doc 

2580 

+886 

2580 

y; 7n 

1057 11800 

fete) 





17010 

B78IB 

■ SOYABEAN MEAL CBT (100 tons: S/ton) 

toy 

2928 

+ft0 

2910 

2ns 

7008 46.031 

Jri 

2898 

+90 

2837 

278.7 

4056 28879 

Aug 

2768 

+82 

2788 

2670 

487 

8024 

Sop 

2558 

+98 

ma n 

2498 

387 

8,189 

Oct 


+38 

230.0 

2280 

1861 

4052 

Doc 

2108 

+28 

224.0 

2198 

1.409 

9,786 

Total 





17056187,197 

■ POTATOES UFFE (Manna) 



Apr 

328 

-28 

35.0 

31.0 

33 

4Z7 

to 

468 

+1.0 

- 

— 

- 

387 

Jot 

660 

+18 

- 

- 

-a 

_ 

Ho* 

65.0 

- 

- 

_ 

_ 

12 

Mu 

960 

+10 

- 


- 

_ 

Apr 

1168 

+38 

116.3 

1140 

21 

731 

Total 





SO 

1057 

■ FRBOHT (BtFFEX) UFFE (SlO/indm point) 

Apr 

1580 

-15 

1570 

1558 

34 

1068 

to 

1550 

-10 

1550 

1550 

4 

B72 

Jri 

1280 

-25 

1305 

1285 

6 

775 

Oct 

1393 

-22 

_ 

_ 

- 

321 

Jn 

1430 

-2D 

- 

- 

- 

47 

Apr 

1430 

- 

- 

- 

_ 

_ 

few 

One 

Prev 



44 

2083 

sn 

1506 

1513 





FUTURES DATA 





AB iaums data suppled by CMS. 




to 

1814 

-21 

1680 

1612 1,413 29334 

Jri 

1822 

-21 

1660 

1621 1080 12073 

Sap 

1830 

-23 

1667 

163Q 488 7052 

■re 

1625 

-18 

1858 

1625 143 2084 

JM 

1600 

-23 

1631 

1600 77 749 

Total 

1585 

-23 

— 

88 

3089 44057 


■ COFFBS *C* CSCE (37.500tt>s; cwtts/Hs) 


May 

Jul 

to 

Dec 


Total 


186.70 -4.45 19125 18650 3,788 17286 
17050 -355 17450 17025 1.785 8583 
15850 -220 16150 158.10 574 6287 
14450 -150 14650 14450 288 3566 
13425 -275 13650 13350 84 1,061 

13050 -050 - 2 226 

6521 37535 

(ICO) (US canta/pcxxxl) 


Mar 31 
Comp. My 
15 day 


Pnv. day 
, 13928 13858 

.13553 13552 


M WHITE SUGAR UFFE (S/tanna) 

bay 3095 +32 3095 306.1 1541 145*1 

ACS 3085 +25 3085 3055 722 5555 

Oct 304.1 +21 304.1 3022 11 3,471 

Dec 3025 - - 954 

MU 3005 - 501 

May 301-1 - - - - 154 

fetal na aa 

■ SUGAR 11' CSCE pi2.000tbe; cante/lba) 

May 1007 +018 1151 1078 3594 58.478 

Jri 1069 +0.11 10,73 1058 2 531 35571 

Oct 1050 - 1058 1048 8m 28533 

Mu 1058 +007 1056 10.48 433 14598 

May 1055 - 47 3,150 

Jai 1055 +056 10m 1055 1 1,445 

TOM 020142885 

M COTTON NVCE (5Q,DOOtbs; eamatos) 

Hay 7158 +033 7155 7127 82*9 34274 

Jri 73.18 +021 73.48 7250 4506 17,157 

DM 7455 - 7650 7450 381 1.B9 

Dee 7528 +053 75.00 75.15 3544 21537 

Mar 7015 -02S - - 174 2212 

May 7750 -003 7750 7750 50 545 

TOM 17,751 78246 

■ ORAHQE JUICE NVCE (Ifi/XWttra; centartbs) 

toy re.<5 +aio tbjs 75504,79713.709 

Jel 7850 +025 78.80 7750 1283 7,117 

Sop 8120 - 0120 8025 310 4.157 

da» 8320 - 8450 9350 39 1,782 

JM 6625 +Q.7U 9625 BS.40 59 710 

Mu 8755 - - - 44 376 

Tetri 8213 27JB7 


Minor msMs 

European free mortal, from Meta Buletn. 
Pncaa from (he end of last week because 
at bank hottey*. $ per lb in warehouse, 
union athsrwbe stated (previous in brack- 
ets. wham changed). Antimony: 89.66%. 
9 par tonne, 8,123-2235 (8.100-Z200). 
Bbowttc min. 8959%. tonne lots 250- 
3.15. Cadmfaarc mb. 99J95W. cants a 
pound. 5SJM-65.Q0 (60.00-7000). Cobalt: 
MB free market, min. 995%. 2025-2150 
(19.70*20.60); min. 99.3%, 1055-1955 
(19.00-19.50). Mer cu ry; min. 99.99%. 
S per 76 b flask, 161-171. MetyMeAunu 
drummed moMxSe adde, A45-450. Me- 
ntone mln 995%, 255-3.1 D (255-3.15). 
Tungsten ore: standard ntin. 65%, 5 « 
tonne unK 110*0 WO, elf, 45*5. Vtaa- 
(■uik mh. 98%, ell, 350-45)5 (3.90-4.08). 
Uranium: Nuwrco unrestricted eaechenoe 
value. 1255. 


VOLUME DATA 

Open Merest and Volume data shown lor 
uMi t nwt s traded on COMEX, NYMEX. CBT. 
NYCE CME CSCE and 1PE CnjdeOW are 
one day in arrears. Volume ft Open Interest 
totals ae (or all traded months. 


INDICES 

■ Reuters [Base: lBa/31 - 100) 

Aprl MerS7 month ago year ego 
19625 1967.1 19802 2111,7 

M CRB Futures (Base: 1967 = 100) 

Mar 31 Mar27 month ego jmsmd 
245.17 .245.66 

M GSCt Spot (Base: 1g7Q = 100) 

Mar 81 Mar 27 month ago user ago 
192.43 193.44 18852 20656 


Jri 78-400+1090 78025 77000 

697 2,169 

Am 78000+1.150 76.400 73000 

98 G35 

feb 70700-01200 70000 70.700 

9 96 

■tar 69000 

— - _ 

1 -• 8 

Total 

2.780 8040 

LONDON TRADED OPTIONS 

Strike price S tome 

— Crib — 

— Puts — 

H ALUMINIUM 



(99.7%) LME 

May Aug 

May Aug 

1530 

77 119 

10 27 

1600 

44 87 

20 44 

1850 . 

21 61 

S3 07 

H COPPER 



(Grade A) LME 

May Aug 

May Aug 

2250 

175 124 

S 78 

2350 

97 78 

29 129 

3450. — 

43 46 

74 195 

M COFFEE UFFE 

May Jri 

May Jul 

1800 

61 149 

47 127 

1650 __ _ 

38 127 

74 155 

1700 

23 108 

109 166 

■ COCOA UFFE 

May Jul 

May Jul 

1000 

30 67 

13 37 

1025 

18 54 

26 49 

1050- 

10 45 

43 65 

M BRENT CRUDE 



fPE 

May Jun 

May Jun 

1900 

- . _ 

. 

I960 . . 

- 


2000 

13 47 

- 

LONDON SPOT MARKETS 

■ CRUDE Ofl. FOB (par barrel) 

+cr- 

Dubai 

Sl7.47-7.57w -0675 

Brant Blend (dried) 

S1&22-B23 -0035 

Brent Blend (May) 

SI 9.16011 0305 

W.TJL 

S20464L48w -0035 

M OIL PRODUCTS NWEpratapt drihnsy CP (tome) 

Premium GaaoGna 

0211-213 

-3 

Gas 01 

$167-169 

-20 

Heavy Furi Ofl 

S80-82 

-1 

Naphtha 

$189-190 


Jet fuel 

*186-169 

-2 

Diesel 

S17B-178 

-1 

M NATURAL GAS (peneeAhOTtl) 


Badbon (May) 

10.1-10.3 

-005 

flttotaiW Argus. W. UXKton fJITt) 359 8732 

IPE (May) 

10.15 

-005 

■ C7THB1 



GoU (per troy <c)^ 

S350B5 

+2-70 

S8v«r (per troy 02)f 

504.00C 

-1300 

PtaUnum (per tray at) 

S388D0 

-500 

PsOadtum (per tray oz.] 

1 $145.75 

■075 

Copper 

120.0c 

+2 JO 

Lead (US prod.) 

4500c 


Tin (Kuala Lumpur) 

1A22r 

+0.07 

T»i 04nv York) 

27300 

+3.0 

Caifle (Bve weight) 

B701p 

+0.4JT 

Sheep (Eve weight) 

147.7Bp 

+003* 

Pigs (Bve wrightjt 

8402p 

♦209* 

Lon. day auger (raw) 

8287,10 

-100 

Lon. day sugv fwte) 

$30740 

-1.60 

Bertey (Eng. feed) 

Unq 


Maize (US No3 YeOow) 

£109.00 


Wheat (US Dark North) 

Unq 


Rubber (May)f 

7&00p 


Rubber (Jun)f 

TUOOp 


Rubber (KLRSSNoi) 

299.0k 


Coconut Ofl (Ptm)§ 

735J)y 

-20 

Palm Ofl (Mripy-lS 

ggpQt 

+20.0 

Copra (Ph»S 

$490 Jly 


Soyabeans (UG 

ggqn 


Cotton OuflooK'A 1 index 

7S.13C 

-085 

Wodtops (64a Super) 

415p 




CROSSWORD 


No.9,338 Set by DAJRCY 

n i — p - 1 — ir 



ACROSS 

l Sat of cards in good suit in 
the box (7-4) 

7 Doctor beginning to berate 
unruly crowd (3) 

9 A bit of a tdQtegKiff, In a ■ 
manner of speaking (5) 

10 Reserve centre blunders 
round rink (9) 

11 Act’s old hat - fans may go _ 
through, it (9) 

12 Bale out, caught in Euro- 
pean plane (5) 

13 Can he turn out trendy, put 
in 3 down? (7) 

15, 18 Xmas pudding, appear- 
ing very tasty, not very 
nice (4,4) 

20 a lot of pot cn 

23 Trees badiy clipped © 

24 Air a preference for a dou- 
ble (9) 

2fi Move can start to generate - 
financial planning (9) 

27 Warning of some terrible 
episode (5) 

28 First wife seen the day. 
before (3) 

29 28’s first-born, maybe - is it 
he or she? (5,6) 


S p*r tarn tam otunriN oMut p ptnafa. c cutab. 
* *99*1* * Motayriui emog. » Mty y ApMtayf t Apr 
Undoi Ruatari. § OF ftaaoKfim. f firifcn raH elan. - 

Chan* on teased on 1AB nead of DO) sokL 


DOWN 

1 In short, ultimate prize - 
exceptional award for jour 

nabsm (g) 

2, 22 Dealer starts this, to 
reduce link between banks 

3 Perhaps Jeremy gets 
smoother (5) 

4 Td groan, unraveling type 

of knot (7) 

- 5 Fool supports an urban Bel- 
gian community (7) 

6 Previous scrutineer voiced 
chancellor's responsibility 
19) 

7 , 16 Film put under £500 in 
' dubious dealings (63) " 

8 Puff, about to enter tub (6) ’ 
14 Pun’S- a necessity to enter- 
tain English chaps (9) . 

16 See 7 down 

17 He was arrested as a dilld 
(5,3) 

19 Got into line with one Ital- 
ian director (7) 

20 Sold, having' taken a beat- 

tog (?) • 

21 Some horses may be steaiy 

Mz - ... 

22 See 2 down . v . 

25 Take' steps, lacking leader; - 

ship (5) 
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Solution to Saturday's prize puzzle on Saturday April 12. 
solution to yesterday's prize puzzle on Monday April 14. 
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MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Editor 

There were no prizes yesterday 
for guessing which way London 
and the rest of Europe's stock 
markets would go in the wake of 
Wall Street’s 43 per cent reversal 
on Thursday and Monday. On 
those two days, the Dow Jones 
Industrial Average lost 140 and 
157 points respectively. 

London managed its retreat In 
classic fashion with market- 
makers adopting their usual 
defensive stances, hitting quota* 
tions at the start of the day to 
head off any hig sellers and then 


nudging prices higher to encour- 
age a rally. 

In the event, they were success- 
ful and all the main indices 
closed well above the day's low- 
est levels. 

The FTSE 100 index finished 
the day 64.S lower at 4J24&X, 
fighting off a determined attack 
on the 4,200 level during the first 
frantic minutes of the session. At 
its worst, the FTSE was down 
112.4 at 4,200-5. The FTSE 250 
closed 7S.8 weaker at 4,497.4 
while the SmallCap settled 33.4 
off at 2,230.3. 

Wall Street’s sell-off took place 
as international investors fretted 
about the possibility that last 
week's 25 basis points rise in US 



FTSE 100 closes well above session low 


Interest rates might be the first 
in a series of shifts to hit US 
corporate profits. 

Senior marketmakers said the 
big investing institutions had not 
begun a large-scale selling pro- 
gramme and were put off by the 
big mark-down. 

"We were concerned by the 
pressure exerted on the fixture 
during the early part of the day, 
but once that lifted, sentiment 
began to improve," said one lead- 
ing trader. The future settled at a 
gran'll discount to the wwah mar- 
ket, encouraging a flurry of bear 
closing just before London 
closed. 

The day’s economic news led to 
activity in both directions. The 


UK Purchasing Managers’ Tnriex 
for March came in below consen- 
sus and did no damage to a gilts 
market suffering from the weak- 
ness of the- US bond market dur- 
ing the Easter holiday. 

US news . was mixed. The 
NAPM figure was str onger than 
expected, although the prices- 
pald element was well received, 
as was US construction spending 
and the leading indicators. 

The overall impression was 
that London and the rest of 
Europe had ridden out the storm 
that started in' New York and 
European markets were likely to 
stabilise in the short torn 

However, the head of global 
trading at one of the biggest 


European investment banks said 
that while London had shaken off 
the worst of the US-Inspired 
weakness, there were plenty 
more hurdles to face in the short 
twin. These included the general 
election and the expected rise in 
UK interest rates which many 
' observers see as inevitable who- 
ever- wins the election. 

There was very little joy for .the 
market’s big trading houses, who 
are believed to have absorbed 
further losses on their trading 
books during the most recent 
bout of turbulence in the market. 

Turnover was disappointing 
given the gyrations in share 
prices. At 6pm, 650.8m sbareshad 
changed hands. 


FTSE 100 4248.1 -64.8 

FTSE 250 4497.4 -78-8 

FTSE 350 2095.2 -32.9 

FTSE AB-Sham ' 2067.37 -32-33 

FTSE M-ShamyMd 3-69 3.64 

Beat |mm f w m lng ncto r i 

1 Gas Distribution — -0.6 

2 Property — i -d-fi 

3" Breweries; Ptiw -0.6 

4 water -0.7 

5 B ectro nte & Beet — ; — -0.7 


FT 30 . 2812.6 -366 

FTSE Non-FSw p/e 17.88 18,15.. 

FTSEIOOFUt Jun 4265.0 -48.0 

10 yr Gftt yield -.7-75 . 7AB- 

Long gflt/equity yid ratio 2.10 2.10 


Worst perforat in g sec 

1 Telecommunications 

2 investment Trusts 

3 DtvarSffiod Ind ... 

4 AleohoBe Beverages „ — 

5 PaperPckg & Print 


- 20 - 

-X2 

- 2.1 

2.1 
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Buyers 
in for 
utilities 

By Peter John, Gary Mead 
and Fbchard Lapper 

Utilities, traditionally the 
most politically sensitive 
area of the market, were sur- 
prisingly robust yesterday. 

This week sees the start of 
full-blooded election cam- 
paigning, but water, electric- 
ity, and gas stocks have seen 
their prices fall so far in 
anticipation of a Labour vic- 
tory, and subsequent wind- 
fall tax on profits, that they 
are providing significantly 
stronger yields than they 
were at the last general elec- 
tion. 

Willi ams de Broe has 
argued that "even under 
Labour, double-digit real 
ann ual dividend increases 
should he expected over the 
medium term". 

And Mr Philip Hollobone. 
de Broe’s utilities’ specialist, 
said yesterday that water 
stocks were on a yield rela- 
tive of 164 against the broad 
market compared with 139 
last time, while electricity 
was on 166 compared with 
113 last time and gas 215 
against 14L 

United Utilities, which 
combines both water and 
gas. was up 3 at best before 
dosing marginally stronger 
at 628%p. 

Among the second-liners 
Scottish Hydro lifted 2 to 
363p and Yorkshire Electric- 
ity a penny to 923p. 

Two big media stocks, EMI 


and Pearson, stood out 
against the general rout as 
selected news reports min- 
gled with some difficult tech- 
nical situations. 

Music publisher EMI 
topped the list of Footsie per- 
formers with a gain of 29 to 
£11.44p. Some traders linked 
the gain to a report that 
supermarket sales of videos 
were bounding forward. But 
the report by the Corporate 
Intelligence on Retailing, a 
research consultancy, 
appeared to be a slim reason 
for moving the price of an 
internationally traded com- 
pany upwards on a day 
when most European 
bourses were reacting to the 
sharp falls on Wall Street. 

Similarly, the launch of 
Channel 5. in which Pearson 
is an investor, was a thin 
argument for pushing the 
media conglomerate's stock 
up 14% to 743%p. 

But dealers also noted 
some aggressive bidding by 

One leading UK inves tment 
hank. This may have been 
part of a market-wide arbi- 
trage as the investment 
h ank was seen on tbs bid in 
an extensive range of Foot- 
sie stocks at least three 
times during the day. 

It was suggested that there 
may already have been short 
positions in Pearson and 
EMI and the aggressive bid- 
ding prompted rival dealers 
to mark prices higher. 

Leading internationally 
traded stocks suffered badly 
in the wake of yesterday’s 
Europe-wide market slides. 
Hanson fell 14 to 272p, BT 
17Yi to 428p, Renters 22% to 
596%p and S mith Klin e Bee- 
chain 32% to 870%p. 

However, BP held up rela- 


tively well as IBCA, the cred- 
it-rating agency, assigned an 
Al plus short-term rating 
and AA long-term rating to 
the company. The shares 
ended the day only a penny 
lower at 705%p. 

In the financial sector, 
HSBC was roughly handled, 
reflecting its exposure to the 
dollar and doUar-linked mar- 
kets as well as a sharp over- 
night fall in the Hang Kong 
stock market 

The Hang Seng index 
posted a loss of 3.67 per cent, 
mainly on the back of US 
rate fears. HSBC UK regis- 
tered stock eased 44% to 
£14.49%p. a decline of just 
over 3 per cent. 

Royal Bank of Scotland 
was also a poor performer, 
dropping 13 to 524p. ABN 
Amro Hoare Govett said it 
had downgraded its profit 
forecast for the year to Sep- 
tember by £25m to £750m. Mr 
Peter Toeman, analyst at 


ABN Amro, said the forecast 
cut had been raarin partly to 
reflect the fact that expenses 
are higher than at other 
clearing banks. 

Abbey National fell 6 to 
739p despite a positive note 
from Merrill Lynch. Mr 
Simon Price, banking ana- 
lyst at Merrill, said that the 
bank had not been given 
enough credit for its diversi- 
fication, especially into the 
life insurance business. 

Barclays and Lloyds T5B 
both fell back losing 8 and 
1% to £I0.13p and 498p 
respectively. 

National Westminster 
Bank bucked the trend in 
the sector gaining 7 to 
693%p, the four th-bes t per- 
formance of any FTSE stock. 
Analysts said the share’s rel- 
atively high dividend yield 
had provided some support. 

Composite and life insur- 
ers also moved gently lower. 
General Accident dropped 13 


Mar 27 

Mar 26 

Mar 25 

. Mr 24 

Yr ago 

56547 

6X912 

6X045 

60364 

5X469 

NA 

NA 

201X9 

303X5 

208X3 

NA 

NA 

65520 

56299 

61595 

NA 

NA 

11462 

9161 

77X8 
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Si'ti - Sodati AmlM 7 afcribnfca - perAzbri 
Registered Office In Turin - Corporate Headquarters h Rome 
Capital Stock L 5281JSTS.121.000 fuBypakHn 
Entered under No. 2S&33 In the OnSnary Section of the Company Register of Thrin 
7tof IJ). No. 004718S0Q16 

NOTICE OF EXTRAORDINARY MEETING 

The stockholders are invited to an Extraordinary Meeting at the Convention Had located in the Registered Office at 34 Via 
A. Bertofa, Turin, at 3:00 PM on April 30, 1997 on the first can, or at the same time and place on May 9. 1997 on the 
second call, if required, to deliberate and vote on the following 

AGENDA 

1) Motion to use the reserve for inflation adjustments under Law No. 413/1991 to pay a portion of the 1996 corporate net 
worth tax. 

2) Merger by absorption of SIP - Society I tali ana per rEsercizio deUe Telecom unicazion i p_a., also called TeJecom Italia 
S.pA, into Si 1 1 - Society Finanziaria Telefonica - per Azioni; amendments to the Articles of Association regarding, in 
particular, name, registered office, share capital, corporate organs, certing on stock ownership, pooling of votes and 
voting by mail, in accordance with the Plan of Merger published in the Official Gazette of the Italian Republic. Issue 
No. 73, Part II of March 28, 1997; pertinent and related resolutions; delegation of powers. 

Only stockholders who have deposited their ordinary shares al least five days prior to the date of the Meeting at the 
corporate offices at 34 Via A Bertola, Turin, or 41 Corso cT Italia, Rome, or at Monte TTtoli S.pA for the securities which It 
manages, or at any of the usual authorized banks may attend the Meeting. 

Outside Italy, shares may be deposited at the following branches of authorized banks: 

London: Banca Commercials Italians S.pA - 42/46, Gresham Street - EC2V 7LA 

Credito Itafiano S.pA - 17, Moorgate - EC2R 6AR 
Banca di Roma S.pA - 87, Gresham Street - EC2V 7NQ 

New York: Banca Com me relate Italians Sjj A - One William Street - N.Y. 1 0004 
Credito Raliano S.pA - 375, Park Avenue - N.Y. 10152 
Morgan Guaranty Trust Company of Near York - 60, Walt Street - N.Y. 10260 
Paris: Banca Nazionale del Lavoro S.pA - 26, Avenue des Champs Elysdes - 75008 


Paris: 
Frankfurt 
am Mato: 
Zurich: 


lstituto Bancario San Paolo di Torino S.pA - Eschersheimer Landstrasse. 55 - D 60322 
Lavoro Bank A.G. - Ta lacker, 21 - 8001 


to 805p, Royal Son Alliance to 230%p with an announce- 
9 to 438p, and Commercial ment that the aerospace 
Union 6 to 665%p. Guardian group has received an order 
.Royal Exchange ended 2% with a potential value of 


FUTURES AND OPTIONS 


lower at 278%p. Prudential 3240m for RB211-535 engines " 

- 3 J CIS at m fn 1C oJiWIaimI "P 


■ FTSE 100 MPEX HJ1UM5S (UFFQ E25 par fall Index poX • 

- - Op«n Sstt pries Cftana# Hflh ' La * voi - h t! ■ 
Juv 42100 42650 -48.0 4282.0 42010 17891 59938 


closed down 5% at 56l%p 
and Legal & General lost 5% 
at 384%p. 

Retail and food sectors 


to power up to 16 additional 
Continental Airlines Boeing 
757 aircraft 

Ams trad jumped 21% to 


42100 42654 

4290.0 


were relatively unaffected by 22 iy»p on news that the elec- 
tee lowered overall mar ket tranic goods maker has con- 


■ FTSE 2B0 INDEX FUTURES (UFFH) £10 par Index pofcit 

Jin 4505.0 4505.0 -760 4505.0 45050 100 

■ FTSE 100 INDEX OPTION (UFFQ T4231) P10 per ftJ Max point 


yesterday, with analysts 
pointing out that the sectors 


dMon^ agreed to sefl Dan- «*o 4100 *iso 42 * mm — p c «*» c ““. 

call Telecom to Bosch w »i 2 £ w 15 iw a an 37 »b 57 2 * as ra 123b 5 in- 
have been undeiperforndng Telecom for £92m and expeo- u ej 237 MbiWb^tttbHbraft^ n U! 

in recent weeks. One special- tations that it will return J ® Jjj S mi IS iR w» w? 5iS « I® 5. m 
ist attributed the relative cash to shareholders. jJL m 86 Jgb^ 212 ^ 93 zrab zzpj zio . mb So 

buoyancy cf the sectors to Recent denials that a take- witzmpu * 7 X* 

the fact that “they have over is In the offing took ■ amo style ftbe ion index option tuma eio pw ne ird« po>« 


some classic defensive 
stocks". 


some of the pzazz of Pizza- 
Express. The shares sub- 


Kingfisher proved an sided 45% to 684p. 


FT 30 INDEX 

Apr 01 Mar 27 Mar 26 Mar 25 Mar 24 Yr apo High low 

FT 30 28120 2851.4 2846.1 2823.1 27884 2786.5 29314 27620 

Ord. dhi. yWd 3 a5 3yBB 300 333 4.06 a 06 . 4.18 3 64 

P/E ratio not 16.82 17X6 17.01 1600 17.15 16.66 . 1&00 16J32 

P/E ratio id 16-65 1668 1084 . 1073 1094 1034 17.87 1065 

FT 30 ifcca oornpMkn Hgh 28314 1WHH7; low 484 2BD6/4Q. ta Me 1/7/36. 

FT 30 hooriy c ha nges 

Opon OOP 1000 1100 1000 1000 1460 1080 1000 High Low 
27795 27915 27925 27944 27908 28002 28088 28054 MP1 281X7 Z77B.Q 


SEAQ bargains 
Equity nmover (Erajt 
Eqtity baiga fc u t 
Shares traded (mOt 
tEwAKtog mm-mlret and i 


Apr 01 Mar 27 Mar 26 Mar 25 Mar 24 Yr ago -Hgh tow 
FTSE AH 10949 11003 11104 11104 11102 9907 11384 10405 
e FTSE Mren a trin a t Unread 1987- Al right* re m i t for 1887. 

U London ma rtea t drt« '' 

msaa and Mb' S2 Waak Mpha and kren UFFE Equity opBona 

Total Rtaas 112 Total 23 Total cu t mama 26413 

Total Fofln 1,808 Total Lowa 206 Cato 11465 

Samo 504 Puts 10348 

Apr 1 *Data txoad on Equity shrew latad on the 'Londoo Shara Servilctt. 


exception, having started the Reunion 
day at 700%p and felling to 12% to I3£ 
675%p, although 14p of that statement 
was accounted for by the 
stock going ex-dividend. . - LOftowi 

Among the chain stores, J"? * 

Carpetright started at 53%. p ^ t 
but dropped to 5l2%p, and " ^ 7jT - 
DFS was down 30 570%p. §ioo f p. 

MFI improved from an open- - «v 
ing of 144p to 147%ip, which ^ 1 

analysts speculated might §- fp" 

indicate strengthening confl- . ^ ££- 

deuce on the back of the FJJ ; 

Easter weekend, a peak time §im fp! 
forEttY. Sgg* 

Next started at 623%p, but | 8BS F j>' n 

closed down 25%p at 59S%«. sa» fp. 

WH Smith fefl 6%pto 443p. | g; ^ 

Among the food producing §17 fp! tjh 
companies, the mood was §- fp. 3.15 
generally tranquil too, with ^ ^ 
most prices static. Against §ioo fp! 
that general trend, Unilever • § fp. 
was down 43% to £15.71%p. pj; t 

Tate & Lyle slipped 4 to - fp! 

430p, Dalgety closed down 13 |; 

at 340%p,and Hfllsdown fell + 

1% to 191%p. Against the o*w .yn***. ** 
generally cautious mood. 

1 United Biscuits gained 2% to 
234%p. 

P&O, the cruise liner and 

cross-channel tear? group, 

drifted 7% to 611p with udiBMitoto 
Charterhouse Tflney said to - — ^ - 
have taken some of the 
steam out of the share price 
with a sell note. Amato ( 1 , 

Rolls-Royce improved 2% 


Reunion Mining jumped 
12% to 138jp. after an upbeat 


LONDON RECENT ISSUES: EQUITIES 

taws Ant M <L Goto 

pries paid cap 1987 price 


‘4075 4183 4178 4228 4278 4325 4378 4428 

Apr Ut 13 131 IS 98 29*2 M AS 38 to I 39 IDIfe 9 ]« < 

Illy 218 38 179 49 143la 83 1« 80la M imh 98 1Z7ij « tto Shl^t 

Jte M7h 60 211 73 177 88 1« 10!Pa118h12Bla flhlSOhBBI* 178 Mb fflB 

SOP 2711a 111 28812 145 «* ^ g 

Dect 3Wj139 ZTIh 171 M 210 IN 2S7 

Crib 3228 PMi 4A90 * Urtoriito Mb trite Pramtuns 4 xmtt n Mate on rettomni prim 
t (mb Mad eq*y modte. 


Nat Dhi. Gra P/E 


(EmJ Wgh Law Stock 
250 100 99 Aaore ImTiuat 


t/- dv. cov. yW net 


§100 FP. 

789 103b 

103b tAvrionOI 

103b 
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- FP. 

- 142b 
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12B 
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- 

- 

§50 FP. 

2X8 64 

42b Ifantonham Cto 

45b 

-1 


- 

- 

§500 FP. 

12X1 620 
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- 

- - 

§- FP. 

1X7 65 
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82b 

-2 


- 

- 

§- FP. 
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294 

-7 


aa 

- 3X2 

§200 FP. 

1X2 270 
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260 


W.5 

22 

22 1X4 

§- FP. 
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70b Donrearaonlo 

71 


L3J5 

1.7 
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§1B0 FP. 
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18Bb 

41 

- 

- 

- 
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11 

2-3 150 
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-4 
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XI 

00 14.7 
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1 J 2X1 
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Marti Amato (12) 


1943JJ7 -58 1156 2552 
1952.18 -12J0 513 1134 

151X71 -103 2X59 6X14 


452 3063 3197.52 191X45 

X78 21.16 2844.14 193022 
ON 5752 213451 151X71 


FTSE Actuaries Share Indices 


The UK Series 


Day's Y Mr Dtv. Nat P/E Xd adX -Total 

Apr 1 chgB% Mar 27 Mb 28 Mar 25 ago yMdX covwr ratio yM Return 


FTSE 100 4246.1 -15 43 

FTSC 290 4497.4 -1.7 46 

FTSE 290 ax IT 45395 -1.7 4G 

FTSE 350 20955 -15 21 

FTSE 3S0 Motor YMd 20185 -15 20 

FTSE 380 UwarVlald 2178.4 -15 22 

FTSE SmaKMi 228051 -14231 

FTSE SmteCap ax IT 2293.79 -15232 

FTSE Aft-Shara 206757 -15209 

■ FTSE Actuaries Industry S ect ors 

Day's 

Apr 1 dnaK Ms 


-15 4312.9 43015 4270.7 37265 350 2.11 1553 5150 179853 

-1.7 457B5 45885 4552.7 4348.7 356 1.52 2358 3454 1857.44 

-1.7 4616.7 48075 45915 43785 3.65 155 22.11 3559 187956 

-15 2128.1 21225 2109.4 18775 3.75 159 18.76 2358 1310A2 

-15 20525 50475 20355 18245 459 157 1354 2759 147557 

-15 22105 22045 218&4 1937.7 250 251 21.78 19.14 154848 

-1 .4 231 3.72 231240 231159 2098.77 354 158 2443 1650 191X78 
-1 5 232350 2321 .12 2320.68 208150 351 1.78 2218 1752 1844,64 
-152099.70 209459 208252185550 3.69 157 17.18 2242 181252 



’a Year D*v. Nat P/E Xd ad. Total 

K Mar 27. Ms 26 Mar 25 ago yWd% cover ratio 'ytd Return 

87 2. 




2.10 

250 


452 157 
353 158 
458 2.77 
457 159 
452 151 
350 150 
358 245 
35S . .* 
450 159 


30 CONSUMER GOODS<84) 

32 AtoahoBc BavarageaP) 

33 Food Producersp5) 

34 Household Qoods(17) 

36 Hwrith Cara(1 5) 

37 PtarmaoaiiticalsrtQ} 

38 


Prof. Guido Rossi 
Chairman of the 
Board of Directors 

The Notice of the Extraordinary Meeting wiH be published in the Official Gazette of the ttafian Republic. 

Notice is hereby given that tha Company has complied with the statutory disclosure requirements for mergers by 
depositing the documents required under Article 2501 series of the Civil Code at registered office at 34 Via Bertola. Turin, 
and at the secondary office and headquarters at 41 Corso dTtaJia, Rome, where they are available to the shareholders. 

* * * 

Holders of ADRs representing STET ordinary shares, which are listed on the New York Stock Exchange, should contact 
Morgan Guaranty Trust Company of New York. Depositary ot the abovemen tioned ADRs, at 60 Wan Street, New York. 
N.Y. 10260. 


BUSINESSES FOR SALE] 


Appear hi the Financial Times on Tuesdays, Fridays and Saturdays. 

For further information or to advertise in this section please contact 
Melanie Miles on +44 0171 873 3348 or Karl Loyrvton on +44 0171 873 4874 


40 SERV1CES(Z73) 

41 Ofatrfeutora{3(9 

42 Lriwn & HauisCM) 

43 M«fla(44) 

44 ReteBres. Food(16] 

45 Rririflara. Gonorat(53) 

47 Breweries. Pubs & RssL(22) 

48 Support Srevicsa£Q 


60 UTVTIES(33) 

62 BscWctyfia 
64 Gas DfetrfbuttonCZ) 

68 Tstac o miT iu ifca rik ins fl l 


-15 418553418057 414056 346453 
-2.1 2956.06 294S35 28S3.47 Z7B254 
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1757 67/41 1579.62 
145S 6255 1095.74 
1759 2552 1345.75 
1507 46.72 117852 
25.42 1159 134356 
2150 9455 224057 
1040 14758 113352 


2149 17.74 139152 
.1852 1152 894.07 
2756 56.09 1889.67 
2656 3654 155557 
1357 646 1294.79 

1856 1353 120058 

1857 1753 162610 
2655 606 1856.68 
m.13 13.12 116450 


1354 554 119950 
958 2258 154556 
f 050 82751 
1675 058 1057.19 
669 050 139654. 


-15 37B1.74 37505? 374158283358 355 259 .1350 7041 1687.18 
-1j4 544614 544641 541555 393253 673 2.66 1256122521834^45 
-14 165635 168357 164358 1377.79 557 2.31 1056 3756 129358 
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12BS.74 -15 190659 130451130256 1178.12 354 0.78 82.71 Xlfl 1376 50' 
130754 -15 1327.74 132453 1318.76 117754 355 0J5 4958 048 140UD 


■ Hourly mo wnunti 

Opte 950 1050 1150 1250 1350 1450 1550 1610 HWdwUwHw 


FTSE 100 4205.1 42145 4217.7 42185 42225 4229.7 4241.7 423S5 42305 4246T 42005 

F15E 250 4494.1 44802 4484.1 44925 . 44085 44955 44965 44975 44945 44975 44675 

FTSE 380 20761 20815 20635 208X1 20855 20875 2082.6 20802 20802 20955 20767 

Tm Of FT8E 100 Da/# Mgh 450 HI Da/4 loar: 650 AM. FTBC 100 199W97 Hla»e 44443 (114XMT) iw. 38325 (S^iaoq . 

■ FTSE 350 Industry baskets 

Op«n MO 1050 1150 . 1250 1850 1459 1850 1610 Ctoae Ptwrim Chaaea 

ffldoACnstrcn 12360 12368 12385 12365 12365 12385 12385 12367 1237.7 12361 12815 -9SA 

Phreirnoauaete 82405 625X0 62667 82705 62615. 62 64.1 6277.3 6C765 02785 8312.1 fca aa wt»t * 

Water 23855 23945 24075 24068 2411.1 24095 24069 24095 24062 24095 24264 -165 

eanto.Fteoa 53360 03275 S337.1 83415 - 50769 53967 34268 54065 54066 543X4 M095 -785 

l" fa,TnBflQ n w FTSE Actuaries Sftrev ImScas pteeae oontact FTSE International on 0171 448 1810. 

The FTSE Auwta* Store Indlcn am calculated in accordance wkb a atandred set of oronf rules establsned bv FTSE 
(nMTMMSi kt oartkmcUon with tha RnAty of Actuaries and lha teaUbria of Aduariu. © FTSE International untod 1 WT 
A0 FBght* mreved. “FT-SE* and ■ftwteW* rea trade marks of tha London Suck w * 

Easfwngg retd The Fkipaeial Tarna and an uaad by FTSE'IntamatEonal undar .. — ; . 

neanee. t Ste»r P/E mtkM graeter than 80 and nat cams (mater then 30 «« . - I -~=-. ^ 

not shown. 4 VakJtt n nagathra. DaietoR OGC totamatlanal (FTSE FledgBng) M 

N*n» Ctongre RMS Conaiwikatlona formoriy Durton avup (FTSE Ftedglngt. m 

INlfcHNAIIONAL^S 




vot Cktetg Da/a 
DOOa reiea chare 
Mfl 804 -y\t 

4500 107l| -a 

2500 738 S' 

178 m>a -13 


§ FP. 152 10 . 0 MSG High Cap - - 

§17 FP. 252 23*2 17fe RriMndv Praps 23^ +6 - - - - 

§- FP. X15 3 2h iPiaatOuy Later 2^ -M L032 5A 1X0 1X1 

§ FP. 58A 292>s 220 PSDGratp .2451a -12 143 X4 25161 

f FP. 185 122^1 IIT^tOOwp - «7b -fl*Z - - - - 

§100 FP. 299 100 98 FhmrSMsc ICt UK 09*2 - - - - 

§ FP. 952 .6 3^ tSonrei . . . 5 -»4 - - -2X6 

§145 FP. 245 154*2 150*a fTatetOfflcaGp 152>z -1 145 25 39 68 

§110 FP. 1172 124*2 117*2 UrinrTraaMdDB 11B>2 -2 WX5 XO X7 114 

- FP. 224 1<7b 143*2 WIMiaad Mam 144^ -1 2 §455 25 35 135 

§- FP. - 177 177 Woridsac 177 ■ 

§- FP. 3X7 170 IBS fWoiW Telecom 170 .... 

t Attamadva l u iaa uu a ut Martia t 5 Pteokip prion. • introduction. For a 64 axprinrikm of al 
otter aymboia ptaasa rater ta Tha London Shara Savtoa noma. 


FT GOLD MINES INDEX 


% tej % of 

1 *ar ataca MEW 9aM tews to. F/E Bate 

3T 31/CW Vm Mhai ylaM % ratio Low 

teto»<321 163853 -103 455S 10050 255 - 238258 183653 


Oopyrigpt. FTSS M a maBonri Umaad 1097. Al iwna naanrad. Hm«w ki bracket! ataw 
iwite or C jampanlaa. Baria US Ocean. Baa# VriuKjOOOpa 31/12A2. T PanteL Lreari prtaaa 


ADaaDaaMcqt 

Angga nWriar 

Aaaon. BriL Ftena 
HAAt _ 

BAT kid*, f 
BBA 

acc 

BdCt 


BPS 838 

BShyBf 1500 

Bit IftflOO 

BTRt ‘ MOO 

BankotSoMtandt 6400 
Baretent 6700 

Boast 2300 

BhjaChctet . 2.100 

Bookar 217 

Etootst 
Britannic' 

MAaraapacat 
BritMti Ainwyat 
BrRWi BMach 
Brttah Enerqy 
EMW) Landf 

MWiStearf- 16000 

Biusnatt Ceairalt 408 

Buriont ^ MOO 

Cabte&WWt MOO 

CretNayScteMppaat 2.100 

Creadon 2500 

Cotton Commat 1500 

Canotof 12400 

Chubb 421 

Corea VMa 
Gcmn. LWonf 
Oompaaa 
Cootoon 
Cotnrelds 

mere 

Dbonat 
EMAP 

Brit M* 

Dacwioanipa 


438 

193b 

-3 

2.400 

548 

-a 

240 

’2B8b 

-8 

1.800 

508 

-a 


SOft 1 ! - -10 
350 . A 

amh -i 

-14% 

■181^ 1 -1 
705*2 -1 

332 -BV 
6131* -71* 
42B -17 b 
282 br' -4 
■ 318 -2b 
. 1013 
B11 -3b 
401 xd -6 

321b ■ -6 
078 *1 

821 xd -1«b 


1500 1355b- 


Enreyy Qaef 
Hntreprin Offf 
RO 

Foreign A CaL LT. 
Gan. Aeridamt 
Oarari Boctf 
Otew WoOconret 
O Wiwad 
Oranrerit 
Grand MeLt 
GUSt 
Grawrella 


Brineatof 
HSBC [75p ah4t 
Haromanon 
H re renwt 

Horrtaon* CraoMd 

FW 
inreou wii 

sr- 

Ot 


5S.-S 

126b -1 

^ s 

1005 -12b . 
iw -«b 
480 -3b 
3» -3 

251 *b 
516 . -6 
63b -b 
• -7 

-1b 


644 -13b 

1500 . 3S& -3 

258 340b*d -4b. 
BBS 534 -18b . 
2500 590 -V 

7*T mb • -5 

B7S 1144 +28 • 

1500 -- 387b : -13 
4500 400 -13 

446 B42 ' -7 

368 ■ 186 ->-3' 

2500 IKlixrf -B\ 
1ST SOS -13 

3500 373b +2 

4500 - 1KB -13b 


-7'. 

1500 ’ 648 -18b 

2B4 53*b -B 

1,700 278b -8b 

348 880 -10b 

5,100 489b4d -8j« 
3500 1448b -44b 
172 «31b -1 

272 -44 

t» -b 


LuCHaVWttyT 


































































34 


nNANaALmOSS 


WEDNESDAY -APRIL 2 1997 


3:15 pm April 1 


NEW YORK STOCK EXCHANGE PRICES 
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Blue chips Dow, dollar and bonds impact on bourses 


stabilise 
after losses 


A M E F-' 1 <• . a ; . 


Blue chips called a bait to 
their losses on the heels of 
two consecutive days of 
weakness, but technology 
shares remained weak, 
writes Lisa Bransten in 
New York. 

At noon, the Dow Jones 
Industrial Average had 
edged up! 451 at 6.58&3S and 
the Standard & Poor’s 500 
was 1.43 : stranger at 768-55. 
NYSE volume was 225m 
shares. Trading remained 
nervous as Investors awaited 
data an March employment 
for signs of inflationary pres- 
sures in the economy. Wall 
Street analysts remained 
divided about whether the 
Federal Reserve would raise 
interest rates again in the 
wake of last week’s % point 
increase in the federal funds 
target rate. 

Technology shares edged 
lower as investors worried 
about earnings from the 
high-tech companies. The 
Nasdaq composite dropped 
2.00 at 1,219.70 and the 
Pacific Stock Exchange tech- 
nology index, containing 
Nasdaq and NYSE-quoted 
shares, shed 0.6 per cent 

Concern was sparked by a 
warning from Informix, a 
leading maker of database 
software, that it expected to 
report a loss in its first quar- 
ter due, in part, to “weak- 
ness in all geographic 
regions particularly 
Europe”. Shares in the com- 


pany shed $4%, or 31 per 
cent at £10%. 

Grade, the leading - maker 
of database software and the 
fourth-largest company on 
Nasdaq, lost $ft at $38, while 
the Nasdaq's three biggest 
companies posted small 
gains. Intel rose $% at $139%, 
Microsoft added $tf at $92% 
and Cisco Systems mimhaa 
Sft at$4B&. 

Some of the strongest per- 
formers on the Dow were 
financial shares which had 
Men beaten down during the 
market’s recent weakness. 
JP Morgan added $1% at 
$99%, Travelers Group 
climbed $1% to $49% and 
American Express advanced 
$% to $60%. 

TORONTO picked up in 
mid-morning trade before its 
computer trading system col- 
lapsed as a huge volume of 
deals in Bre-X Minerals built 
up shortly after the 
exchange reopened trading 
in the stock. Bre-X. the trou- 
bled exploration company 
whose shares tumbled C$13 
on Thursday, recouped 
C$L35 to C$3£5 in volume of 
about 7.7m shares before the 
.trading system collapsed. 
The TSE-300 composite index 
added 31.18 to 5,881.40. 

Latin American markets 
saw cautious trade during 
the morning session as 
investors kept a wary eye on 
Wall Street 

MEXICO CITY edged 
lower, taking the IPC mrimc 
down 22.28 at 3,725.70. 


Two bad days for the Dow 
and further weakness in the 
dollar and domestic bond 
markets made their e xpected 
impact FRANKFURT’S Dax 
index closed 126JJ7 lower at 
an Ibis-indicated 3,281.46. 

Last Thursday morning, 
the Dax registered an intra- 
day peak of 8,466.47. The 
question then, said Mr Jens 
Wiecking of Prof Dr 
Dolff & Partners in Dflssel- 
dorf, was whether the mar- 
ket would see new highs. 

In fact, it was a double top, 
noted Mr Wiecking, who 
feared that the liquidity 
which boosted German 
equities would now disap- 
pear, with US investors 
redeeming their mutual fond 
holdings and hedge funds 
choosing to repay yen debt 
rather than continue to 
shovel funds into equities. 

“International investors 
are fully invested in Ger- 


THE DAY’S CHANGES 


% Change 


Amsterdam -4.4 

Stockholm. -4.3 

Frankfirt -3.7 

Zurich -3-4 

Paris -2.8 

Milan. -1.9 


many , they have made good 
profits and they are likely to 
use the German market to 
get into cash,” said Mr 
Wiecking. 

He added that excitement 
associated with the share- 
holder value thgmp had been 
dissipated by policy deci- 
sions at Hoechst, which 
ruled out a pharmaceuticals 
hive-off, and at Krupp, 
which pulled out of its 
reverse bid for Thyssen. 

PARIS saw progress 
reports from CLF-Dexia and 
Saint-Gobain. and punished 
both of tfM«w 

Dexia, the Franco-Belgian 


hanking combine, reported a 
13 per cent rise in 1996 net 
income and forecast a fur- 
ther gain in 1997 profits^ It 
also saw a broker sell recom- 
mendation *»nri fen FFr46, or 
7.6 per cent, to FFrS6L 

Saint-Gobain admitted to 
product pricing problems, 
but it forecast a gain of at 
least 20 per cent in 1997 net 
profits. 

This left file shares down 
FFr42, or 5 per cent, at 
FFr810, as the CAC 40 Index 
shed 74J36 at 2^8L82. 

ZURICH'S blue-chip 
exporters aHHod the dollar to 
the Dow and the smt index 
finished 157.5 lower at 
4£0L7. Nestle dropped SFr64 
to SFrl,621 and Roche certifi- 
cates gave up SFrS20 to 
SFni.925. 

Among financials , CS 
Group, a recent high flyer, 
gave bade SFI9.50 to SFrl63 
while the insurer Zurich lost 
SFT1R50 at SFr436JjO. 

Lindt & Spruengli. the 
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upmarket chocolate maker, 
outperformed as the market 
digested 1996 results. The 
shares finished steady at 
SFr27 J00. 

AMSTERDAM seemed to 
give its finanrfaia a .particu- 
larly had time, although 

Philips atiwi sa per cent, and 

Unilever 4fi per cent as the 
art index in 82.89 
lower at 708.60. 

In insurers, the Dutch/Bel- 
gian emnhina FortiS Atnuv 
dropped FI 4.40, or 6 per cent, 
to FI 68.70 on profit-taking 
and Aegon , by FI 7.90, also 


6 per cent, to F1124J20. 

.In banks, ABN- Amro died 
FI 7 JO to Fl 1ZL90 and ING,. 
topping file volume charts, 
lost FI 3^0 at FI 70.10. 

SOLAN was supported by 
some bargain-hunting and 
by news of a sharply lower 
first-quarter budget deficit. 
The Comit index lost 13.86 to 
726.56 whfie the real-time 
Mibtel index finished 190 
lower, at 11,640. 

Foreign favourites held up 
better than most. Eni lost 
L67 to L&S93, Telecom ftaKa 
lost L29 to L4J41 and Stet 


was L56 weaker at L7*287. 
- Against file trend, Sni& 
Fibre Jumped 120.7 to L660.7 
after last week’s details of 
share-swap terms wit h its 
parent company Snia BPD, 
which, gave up L46 to U,69£. 
. - Brembo, the brake systems 
and motor components man- 
ufacturer, added to last 
week’s 9.6 per cent losses 
which followed disappoint- 
ing 1996 results, with a 
farther fall of L2.150 to 
L1WSG. .. .'I'.. 

STOCKHOLM’S interna- 
tionals and its recently ebul- 
lient banks lost ground, as 
the general index dropped 
119.33 to'2.63L28» ' : ' 

The US favourites Astra 
and Ericsson fell SKr20 to 
SKr344.50 and SKrTk50 to 
SKr258^0, ahd Nordbanken 
and S-E-Banken by SBM to 
SKr252 and SKrS.50 to SRr78 
respectively. 
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Hong Kong, Sydney drop after four-day break 
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Austria 
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+543 

+060 

Italy 

+062 

+065 

+2761 

+1260 

+729 

+247 

Netherlands 

+2.11 

+162 

+4037 

+1368 

+963 

+4.61 

Norway — 

+1.39 

+0.81 

+36.07 

+0.65 

+1068 

+5.61 

Spain 

+3.02 

+422 

+4666 

+8.60 

+4.71 

-067 

Sweden _ . 

+3.80 

+446 

+45.7B 

+16.76 

+1061 

+565 

aHiwirl 

ownzenarKj 

+3.47 

+360 

+2660 

+1861 

+14.47 

+962 

UK 

+1.17 

-021 

+15.71 

+4.15 

+4.15 

-063 

EUROPE 

+2.16 

+167 

+27.15 

+11XM 

+862 

+345 

Australia _____ 

+161 

-0.15 

+969 

+0.69 

+4.11 

-067 

Hong Kong — 

+0.06 

-660 

+5.18 

-963 

-567 

-10.10 

Indonesia 

+1.36 

-7.40 

n-a. 

+367 

+6.70 

+161 

Japan ______ 

-1.18 

-049 

-1361 

-561 

-769 

-11.84 

Malaysia 

♦0XX3 

-5.44 

+10.08 

+062 

+764 

+2.71 

New Zealand _ 

+0^9 

-1.85 

+062 

-6 XX) 

-324 

-768 

Philippines 

+041 

-520 

TIA 

-3.78 

+069 

-4.12 

Skrgapore 

+164 

-662 

-8.86 

-4.02 

-268 

-725 

Thaiiandl 

+1.63 

-1.77 

-5321 

-1469 

-12.06 

-1662 

Canada — _ — 

-265 

-3.72 

+21.42 

-C.11 

+364 

•062 

USA 

-1^7 

-2.17 

+18.70 

+4.12 

+9.02 

+4.12 

Bred 

-048 

+265 

+64.49 

+2728 

♦30.79 

+2462 

Mexico _ 

+0.87 

-065 

+19.71 

+1261 

+1748 

+1220 

South Africa 

-068 

-1.44 

+4.04 

+669 

+1866 

+1324 

WORLD INDEX 

-021 

-161 

+1260 

+368 

+544 

+0.70 


Wall Street's decline over 
the previous two sessions 
kept the pressure on mo6t 
regional markets with the 
biggest losses being regis- 
tered in those returning to 
work after an extended four- 
day break. 

Among these. HONG 
KONG posted its ninth-big- 
gest paints loss ever, unset- 
tled by the prospect of 
high en- interest rates end the 
outlook for the domestic 
property sector. 

The Hang Seng Index 
plummeted 460.13 to 12,074.19 
in turnover that picked up to 
HK$9.1bn. 

Property stocks were hurt 
both by the outlook for inter- 
est rates and worries that 
the Hong Kcmg government 
might intervene further to 
curb rising property prices 
after moving last week to 
increase supply. 

Cheung Kong slumped 
HK$4fiO to HK$63.75 and Sun 
Hung Kai Properties tum- 
bled HK$3.50 to HK$7K50. 

TOKYO combined the Wall 
Street effect with disappoint- 
ment over Monday’s plans to 
revive the property market 
writes Gwen Robinson. 

The Nikkei 225 average fell 
133JJ1 to 17,869.59, after mov- 
ing between 17,529.65 and 
17,934.79. Volume swelled 
from 259m shares to an esti- 
mated 398m. 


THE DAY’S CHANGES 

96 Ctange 

Hong Kong 

-3.7 

-2 9 

Kuala Lumpur. 

-16 

Tokyo 

-0.7 

-06 

Singapore.— 

Taipei 

+0.1 

+2.0 


Heavy selling of real estate 
and h anking stocks Showed 
investors' disappointment 
with the gnvHmmpnt'R real 
estate package. Many inves- 
tors felt the amount of pub- 
lic funds allocated to the 
purchase of land was too 
small and that other mea- 
sures, including provisions 
enabling the securitisation 
of reel estate co l la t eral, were 
Insufficient to lift the prop- 
erty market or to help banks 
with their problem loans. 

Declines led advances by 
847 to 278, with 116 
unchanged. The Topix index 
of all first-section stocks slid 
10.21 to 1,383.05, the capital- 
weighted Nikkei 300 was off 
L57 at 2B2M and, in London, 
the ISE/Nikkei 50 index fell 
1.78 to 1,420.47. 

Further reports about 
restructuring plans for the 
ailing Nippon Credit Bank 
hit leading commercial 
banks, which were being tar- 
geted by the government as 
potential contributors to 
NCB’s capital increase. Bank 


of Tokyo-Mitsubishi shed 
Y20 to YL910 and Industrial 
Bank of Japan fell Y30 to 
Y1.230. NGB. which con- 
firmed details of its radical 
restructuring plan, slid a fur- 
ther Y19 to Y261. 

Real estate companies 
mostly retreated. Mitsui 
Fudosan fell Y40 to Y1.240 
and Heiwa Real Estate by 
Y15 to Y575. 

Retailers were hit on the 
first day of the sales tax 
increase from 3 per cent to 5 
per cent Ito-Yokado shed 
Y120 to Y5,380 and Jusco, 
another supermarket opera- 


tor, fell Y80 to Y3420. In 
department stores, Takashi- 
maya slid Y30 to YIJ60 and. 
Isetan Y90 to Y1.210. 

In Osaka, the OSE average 
fell 18&48. to 18373.44 as vol- 
ume fell to ift-im shares. 

SYDNEY brokers said that 
volume was relatively thin, 
with a dearth of sell orders 
as file All Ordinaries index 
closed 70.1 lower at 2^S2£. 

SINGAPORE recovered 
from an early tumble and 
the Straits Times Industrial 
index finished 1.67 higher at 
2,07467. 

The rally among blue 


chips was led by Fraser. & 
Neave, up 40 cents at 
S$1260, and Keppel. which 
pickedup 15 c ents a t S$965. 

KUALA LUMPUR finished 
lower in forther response to 
Rank Negara's plan to curb 
loans far property and share 
purchases and the composite 
index closed down 1563 at 
1,182.65, with banking and 
property stocks under pres- 
sure. 

SEOUL saw an early rally 
in response to Monday’s 
long-awaited aTinnnn n ginimt 
of a rise in. the_foreign 
investment ceiling. However, 


Johannesburg tumbles 1.9% 


■ Oo . anrf ImM * Poor'*, m N i 


Johannesburg Joined tn the 
global rush of failing shares, 
leaving the overall index 
down 132.4 or 16 per cent at 
6,962.4 as industrials 
dropped 1648 or 2 per cent 
to 8,174.6. Golds initially 
fared better before the bul- 
lion price edged below $350 


an ounce, and the index fin- 
ished 96 weaker at 1,2926. 

SA Breweries gave up 300 
cents at R137 after a day of 
rumours, denied by the 
South African group, that it 
might be about to bid for 
the Austrian drinks group, 
BBAG. 


FT/S&P ACTUARIES WORLD INDICES 
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Notice of Annual 
General Meeting on 
28 April 1997 


The Board of Directors of 
Tele Danmark A/S heeby 
convenes the Annual Gene- 
ral Meeting to be held at 
lUe Danmark A/S’s office at 
Set (Aarhus), 30 Sletvej, 
8310 TraubJergJ, Denmark, 
on Monday, 28 April 1997 
at 2.00 p ju. 


The agenda for the Annual 
General Meeting is as fol- 
lows: 


1. Election of fire Chairman 
of the meeting. 

2. The Board of Directors’ 
report on the activities of 
the Company during 
preceding year. 

3. Submission and adoption 
of the annual accounts, 
including the auditor's 
report. 


nal value of up to 10% of 
the nominal share capital 
of the Company. The 
purchase price for the 
sh ar e s in question shall 
not deviate by more than 
10% from fire price quot- 
ed for B shares on the 
Copenhagen Stock > 
Exchange at the time of 
the acquisition. In case of 
acquisition of A shares, 
the purchase price must, 
furthermore, take Into 
account the special divi- 
dend limitation .applying 
to A shares in the polod 
1 January until 28 Febru- 
ary 1997 pursuant to arti- 
cle 6 (2) of the Articles of 
Association. 


9- Submission of proposals, 
If any, made by share- 
holder or the Board of 
Directors. 


tained on presentation of 
due proof of Identity In the 
period horn Monday, 7 
April 1997 to "Wednesday, 

23 April 1997 inclusive at 
the headquarters of the 
Company at 16 Kannike- 
gade, 8000 Aarhus C/Den- 
iriark, or at the office of the 
Company at 21 Nunegade, 
0900 Copenhagen C,Den- 
mark, between 9.00 aon. 
and 430 pjn. (due proof of 
Identity means, as regards 
shares not registered to" * 
holder; the presentation of 
a statement of account 
from the Danish Securities 
Centre (VP) or a bank (the 
bank with which the cus- . 
tody accomit Is held) as evi- 
dence of file shareholding; 
such transcript shall not be 
more than five days old). 


4. Resolution to discharge 
file Management and the 
Board of Directors from 
their obligations in re- 
spect of the accounts. 

5. Resolution for fire distri- 
bution of the profit or 
file treatment of the loss, 
as the case may be, ac- 
cording to the adopted 
accounts. 


6. Election of Directors, 
including Chairman and 
Vice-Chairman. 


7. Election of two Auditors. 


8. The Board proposes that 
the Animal General 
Meeting authorize the 
Board of Directors - until 
the next Annual General 
Meeting - to acquire own 
A and B shares at a nomi- 


TheAgmda for the Annual 
General Meeting, the Com- 
pany's annual accounts and 
the consolidated accounts 
wlfo auditors’ rqjort as well 
as the annual report for 
1996 will be available foT 
inspection by the share- 
holders at the offices of the 
Company stated below .. 
from Friday; 11 April 1997 
and will, at the. same tone, 
be forwarded to any share- 
holder registered In fire 
register of shareholders of 
die Company having re- 
quested a copy. 


Furthermore, admission 
cards can be obtained 
during the above period by 
calling Den Dainske Bank 
CM: +45 33 44 51 40). 

When reques ting an adnjis- 
sioncard by telephone,, the . 
VP reference numb er must 
be stated. 


Proxy and Annual Report 
1996 Will be forwarded by 
The Bank of New York to 
registered holders of Itfe 
Danmark's American De- 
positary Receipts. 


TdrDanmmkAJS 


Any sha n»hnl«W having 
obtained an admission card 
Is entitled to attend the 
General Meeting. Such 
admission card can beob- 


Botnd of Directors 
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that soon gave, way to profit- 
taking which left fife com- 
posite index to close 4.35 
lower at 672^9. 

TAIPEI was rescued from 
the Wall Street effect as For- 
mosa nasties reached agree- 
ment with the Taiwan eco- 
nomics ministry to back off 
from a US$3bn China power 
plant investment Taipei was 
expected to deny it a permit 
to finance the controversial 
project 

■ The weighted index rose 
159-21 to 8,163.41, although 
Formosa Plastics itself fell 50 
cents to T$G9. - 
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